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Was it to you 


He took up a lot of time, filled out an application, and left to get endorsers for 


his note. Only two friends could qualify. They both trusted him; they knew 
he would pay if he lived, but they both asked the same question: “What if... 
you should die?” @ Frank didn’t come back. { In each case like this, you lose 
time; you lose a customer; you lose good will. @ The twenty-year records of 
this Society, the first and largest underwriter in this special field, show 


that profits zzvariably rise when a bank adopts the Protected Loan Service. 


Insurance for the Banker on the Life of the Borrower 
...Simce 1917 
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The Condition of BUSINESS 


GREATER Activity. Trade will probably continue its 
steady upward trend during the first part of the new year, 
although under circumstances which are unusual, to say the 
least. Business is accustomed to facing problems of every 
kind but not so many of them at one time. In the year ahead 
the number of focal points in the news which bear careful 
watching by all persons engaged in private enterprise totals 
a good baker’s dozen. 

Tuincs TO Watcu. The list, formidable and increasing, 
includes the following: 

1. The armament program with its fundamental conflict 
between political spending and national defense. 

2. The $40,000,000,000 national debt and the issue 
sharply drawn between the thrift and spendthrift fashions in 
economic reasoning. 

3. The reviving prestige of Congress, the unfolding of the 
Monopoly Committee’s objectives, and the whole question of 
relations between the Government and business. 

4. The great fairs at New York and San Francisco, with 
their demonstration that the world is making truly remark- 
able technological progress. 

5. The solution of the problem of furnishing intermediate 
credit to industry, either through the banks, some Govern- 
ment agency or both. 

6. The propagation of a great public educational program 
by banking and industry. 

7. The adventures in friendship between the United States 
and the British Empire and between the United States and 
Latin America. 

8. The myriad political and economic difficulties of France 
and what will come out of Paris. 

9. Japan’s headlong course in the Orient, her rather mysti- 
fying relations with Russia, and the results of American 
financial intervention on the side of China. 

10. Italy’s efforts to dominate the Mediterranean and to 
extend her colonial domain at France’s expense. 

11. Germany’s aggressive economic program in Europe 
and Latin America. 

12..The development of a financial and commercial 
“sphere of influence” strategy applied to the whole world 
somewhat as it existed in China until the post-war 
period. 

13. Any one of many possible, wholly unexpected events, 
such as war or the passing of a dictator, which could upset 
all calculations. 

In its broadest aspect, therefore, the business outlook can 
be described briefly as depending on Government and busi- 
ness leaders getting together and on the course of world 
politics. 

Cross SEcTION PoLt. BANKING’s cross section index, ob- 
¢ tained from a poll of 3,000 bank directors and business men 
3 3 in all sections of the country and in leading lines of activity, 
> again reflects an improvement. 

) For the third time this year the canvass shows more busi- 
4 hesses reporting a rise than an unfavorable trend. Forty- 
« three per cent of those polled in December said business was 
getting better, 32 per cent found conditions about static and 
25 per cent reported a decline. 
Here is a tabulation of the poll for the last six months, 


ggiving percentages of replies under the three general ques- 
tions asked: 
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Up 
September . //... 2 
November .A.... 39 


Unchanged Down 


NCERTAINTY. Business naturally hesitates 
to commit itsgff to any new program reaching very far into 
the future. This is regrettable because recovery depends so 
much on the rehabilitation of the durable goods industries 
which require long range planning and long term invest- 
ments. 

This is the crux of a difficult situation and it will re- 
quire more than ordinary courage to face it. One important 
consideration which sooner or later must come to the fore is 
the fact that the country will lose more by inaction than it 
can possibly forfeit by an unfavorable turn of events. 

New Conecress. The impression prevails that the new 
Congress will be comparatively conservative. Business has 
already discounted to a great extent the benefits of this situa- 
tion. 

While the feeling exists that there is less to fear, the 
beginning of a Congressional session inevitably stirs up un- 
certainty and this is true particularly at a time when taxes 
and important fiscal policies will come up for discussion. The 
status of the farm aid program is such that it can split 
Congress and raise once more the spectre of inflation. 

GettinG In Step. Undoubtedly the attitude of Federal 
officials and national legislators toward business is more 
conciliatory than it has been in the past few years. Business 
leaders, on the other hand, are coming to accept many 
features of the Government’s program which they were 
heretofore inclined to oppose. The result is to create the 
prospect of a middle road policy out of many conflicts and 
difficulties. 

Burtpinc Activity. The rising momentum of residential 
and other construction ought to carry well into the first 
quarter, even against seasonal trends. Public building ac- 
counts for a good part of this total but is by no means a 
dominating factor. Probably costs are still too high for any 
great building boom to develop but, with the remarkable 
innovations in building materials, styles and equipment 
being placed on the market today, there was probably never 
a time when consumers received more value for the money 
they spent. 

War Goons. The armament program is certain to have a 
noticeable effect on the industrial outlook as soon as plans 
have been defined by the Administration. The consolidation 
of eastern utilities for defense purposes, and other steps look- 
ing toward the possible mobilization of transportation and 
industry, are beginning to take shape. 

Contracts have been let for six major warships and many 
smaller craft. The navy is preparing its own yards for exten- 
sive construction work. The aviation industry is feeling the 
stimulus of new orders and the producing capacity of this 
important industry is growing quite steadily. Steel makers 
are expecting to feel the effects of national defense expendi- 
tures and a rising volume of business from railroads, auto- 
mobile companies, the construction field and machinery. 
WittraM R. Kunns 
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If each year finds you getting older but no richer... 


THERE IS one fond day in the mind of 
nearly every man. 


It is the day when he can look over 
his possessions, take stock of the money 
he has put aside, and say: “I can take 
life easy from now on.” 


For too many men, that happy day 
never comes. Yet for most men, it could. 


How about yourself? Are you on the 
way to financial independence? If you’re 
getting older but no richer, let an In- 
vestors Syndicate representative demon- 
strate this truth to you: 


Any man earning even a modest income 
—and who has 10 or 15 years of earning 


power left—can make a financial success 


of his life. 


Let an Investors Syndicate represen- 
tative show you how small amounts of 
money, put aside regularly, can grow to 
sizable sums—how: you can accumulate 
$5,000, $10,000, $25,000 or more. Ask 
him about the Living Protection plan. 
Ask him about the thousands who are 
benefitting by it today. 


There are more than 250,000 people 
whom this plan of Living Protection is 
helping. It is helping them send their 
children to college, set themselves up in 
business, or realize their dreams of finan- 
cial security. 


INVESTORS SYNDICATE 


Established 1894 


Living Protection...everyman's road 


to financial security 


The plan is backed by an institution 
nearly half a century old, which—during 
every year of its life—has met every 
obligation on time, when due. 

Look up your local Investors Syndi- 
cate agency office in the phone book and 
ask a representative to call. And in the 
meantime, mail the coupon below—to- 
day. It will bring you a booklet which 
points the way to future security for all 
who care to take it. 

There are Investors Syndicate agency 

offices in over 200 leading cities 
INVESTORS SYNDICATE TITLE AND GUARANTY 


co., NEW YORK 
LIMITED, CANADA 


INVESTORS SYNDICATE, 
* THESE COMPANIES ARE 
AFFILIATES OF INVESTORS SYNDICATE 
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WORDS and MUSIC 


A NATIONAL FORUM ON MOVING PICTURES AND RADIO IN PUBLIC RELATIONS 


The primary interest of all radio advertisers is results, and 
ions on this most important issue have not been amiss in 
the correspondence which BANKING’S national radio survey has 
stirred up for this department. In checking through reports of 
various program classifications for an answer, it is found that 
the most enthusiastic accounts of results are submitted by spon- 
sors of sports broadcasts, although such sponsors are com- 
paratively few. 


NDOORS or out, sports are the country’s Number One 
| hobby. Seasonally, it has been said, sports consume more 
public interest, make more headlines and stop-press 
news than the next two ranking subjects of national concern 
lumped together—crime and politics. Another view, through 
a statistician’s eye, shows that of the public’s annual enter- 
tainment bill the lion’s share goes to sports, without count- 
ing equipment costs. 

From the radio viewpoint, the grand army of sports par- 
ticipants, fans and followers, creates the largest ready-made 
audience any advertiser could buy. It is also the most con- 
venient from the standpoint that the sponsor does not have 
to create interest; it is already there. The value of sports 
programs is indicated by the point that they are given a 
preferred right of way over all other types of sustaining 

programs by most stations as a gesture to local audiences 
and good-will. 

The value of sports on the air is strikingly illustrated on 
radio sales charts by the price national advertisers cheerfully 
pay for the prestige of sponsorship and a few commercial 
lines squeezed in between plays. The choice of big network 
advertisers is always a good index as they buy tested pro- 
grams for tested markets and check each carefully. 


BANKS’ SPONSORSHIP OF SPORTCASTS 


THE bank sponsors reporting on sport broadcasting have 
not, however, spent large sums of money, nor have they gone 
in for the so-called national classics. Their fare has been 
simply events of local interest, in each case very inexpensive. 

L. A. Lundquist, trust officer, Old National Bank in 
Evansville, Indiana, gives this description of his bank’s 
experience: 

“Beginning with the Winter of 1935-36 we sponsored 
a few local high school basketball games, and then in the Fall 
of 1936 we undertook to sponsor all local high school football 
games and continued to follow with the basketball season. 
Evansville is a city of over 100,000 population and has four 
large high schools. There is considerable rivalry among the 
schools, and each has a large following of sport fans. After 
the first few broadcasts of these games it did not take us long 
to realize that practically every resident of the city listened 
in at some time or another on the programs. 

“The writer handled the commercials, and from the 
response and reaction of the public we are satisfied that this 
is the best medium of advertising we could possibly have. 

“Basketball games, of course, last about an hour. During 
the broadcast we give three one-minute commercials and one 


commercial of about two minutes in length between halves. 
The same schedule is held for football ‘games, except that 
we have a number of one line slogans to insert during periods 
of time-out or other lulls in the game. At the close of the 
basketball season, the first of May, we drop radio for the late 
Spring and Summer and pick it up with the first game of the 
football season in the latter part of September. 

“Tn the course of our broadcast of sports we have received 
some criticism of the sports announcer, but we have also 
noticed that there was still sufficient interest in the outcome 
of the game and those most critical constantly listened in. 

“At first, school authorities were reluctant to give per- 
mission to have the games broadcast, as they felt it would 
affect attendance, but after a few games it was very evident 
that the attendance was materially increased. School records 
show that for the past two seasons the events proved much 
more successful financially than in previous seasons. We 
found the increased attendance also to our advantage as it 
meant greater interest in the games; as a result more people 
listened in and, consequently, heard our message. 

“Our commercial talks are varied with each game. Dur- 
ing one we emphasize first mortgage loans, the next some 
service of the trust department, next savings, safe deposit 
and commercial accounts, often institutional talks. We 
have no particularly set schedule. 

“As to interest in the programs, we had at the beginning 
of this Fall season numerous inquiries from customers asking 
whether we planned to carry on with the new football season. 
Reports also came from the radio station that two of our 
local companies had requested the privilege of sponsoring 
these games this year. 

“We are thoroughly sold on our broadcasts of local high 
school sports. Anyone attempting such programs may meet 
with some opposition on the part of school authorities, but 
after a few games when it is seen that the attendance is bol- 
stered and not diminished the authorities will be won over to 
being the best boosters a sponsor could have.” 

Mr. Lundquist also counsels that if someone from the bank 
with a good radio voice would give the commercials, it would 
add the personal touch that he has found to react so favor- 
ably for the bank. Friends especially are eager to pass com- 
ments and this, if nothing else, gives a fair check on audience 
and program reception. 

The cost of broadcasts in this instance was station time 
only and this varied somewhat as half of the football sched- 
ules were night games, making a split cost of day and night 
rates. Before taking up the sport schedule the bank spon- 
sored a national musical program and checking compara- 
tive results places the sports well on top. 


OTHER EXPERIENCE REPORTS 


ROBERT H. MYERS, vice-president, The Merchants 

National Bank, Muncie, Indiana, reports a similar experi- 

ence on high school sportscasting which he says arouses 

a really exceptional interest among Hoosier listeners. Day- 

time programs of about one hour duration were scheduled. 
(CONTINUED ON PacGE 5) 
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THE AIR CONDITIONING | 
T resents OF TOMORROW....TODAY| 


It's here . . . the revolutionary York W-Type Machine! A unit capable of 
providing the cooling effect necessary to air condition an entire office 
building, hotel or department store . . . yet so compact that it requires 
hardly more space than a good-sized office desk! And—so relatively light 
in weight and perfectly balanced that it can be installed on an ordinary 
upper floor—without any special foundation! 


The York W-Type Machine is another outstanding result of York’s 54 
years of engineering and research in the field of Mechanical Cooling. To 
get full information about it . . . or the assistance of York's nationwide engi- 
neering staff on any air conditioning or refrigeration problem .. . look for 
the York Trademark in the classified section of your phone book. 


York Ice Machinery Corporation, York, Penna. Headquarters Branches 
and Distributors throughout the world. 


refrigeration 
air conditioning 


HEADQUARTERS FOR MECHANICAL COOLING SINCE 1885 
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(CONTINUED FROM PAGE 3) 

The Old Colony Co-operative Bank 
of Providence, Rhode Island, seeking to 
reach the broadest market for its serv- 
ices on building and loan, home mort- 
gages and savings accounts, also chose 
the sports program, although the style 
was handled a bit differently. It consisted 
of a 15 minute period at 6:15 each Sat- 
urday evening on local station WEAN. 
It was called “High and Prep School 
Roundup,” a resume of game scores, 
and sports chatter on prep school sports 
activities. The choice of program was 
made on the estimated student popula- 
tion within the station’s range, some 
50,000, all of whom were intensely inter- 
ested in high school sports, yet unable 
to get final scores until Sunday morning 
as the Saturday evening papers went to 
press before the games were completed. 

A former all-state football star, well 
known to students, was chosen as the 
bank’s commentator. His part con- 
sisted in flashing last minute news and 
scores of the day’s games, and occasion- 
ally interviews with high school coaches, 
team captains and star players were 
planned. School bands were also fea- 
tured at intervals. 

The year’s schedule was divided into 
three series of ten weeks each in this 
manner: 

1. October through middle of Decem- 
ber; football, soccer, tennis, cross coun- 
try, track. 

2. January through middle of March; 
hockey, basketball, indoor track, aquatics. 

3. Mid-April through middle of June; 
baseball, tennis, golf, outdoor track. 

The chairman of the School Princi- 
pals’ Interscholastic Council opened 
the first broadcast in each period with 
a brief talk. The opening commercial 
announcement held to a thrift theme, 
aimed as a rule at the youthful audi- 
ence. Parallels between playing hard at 
sports and playing hard at the game of 
life, or between reserve strength winning 
a game and reserve savings winning 
success, were favorite tie-ins. 

The second commercial, usually 100- 
150 words, was directed to the adult 
audience and closed the broadcast. 
Bank services were featured generally, 
but usually appeals were built around 
advantage of home ownership. 

Among other unique qualities of this 
program was its manner of merchan- 
dising. Printed announcements of the 
broadcasts were sent to all school 
coaches and distributed to squads and 
students. Bulletins were sent to all 
schools for posting. When an official or 
Student was scheduled to speak all 
students of the school were notified to 
listen in. On one occasion when a cup 
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taking part. 

During the course of the programs a 
large fan mail was developed and each 
writer was sent a collection of bank 
literature. 

Old Colony found this simple broad- 
cast idea achieved three sound objec- 
tives, valuable to any bank on the air, 
or otherwise. 

a. It enlists the interest of youth, the 
future generation of citizens, all bank 
customers-to-be in the home area—a 
contact that must be cultivated at the 
earliest possible age. 

b. It interests parents to a surprising 
degree—and families with children are 
the most stable and salable clients a 
bank can possess. 


c. It breaks down all barriers be- | 


tween customer and bank. The informal 
homey 


bank attitude toward the community. 


SOME VARIATIONS 
OTHER banks in this group report in- 


was to be presented to the captain of a | 
state championship team, the bank | 
succeeded in having the presentation | 
made in the broadcasting studio, with | 
the governor and other state officials | 


style of continuity and hu- | 
man interest expresses and impresses | 


teresting variations. One, using spot | 
schedules of 100 words three times daily, | 
turns continuity over to local school | 
sports announcements. In the morning | 


at 8:30 spot appeals are made for stu- 


dent support of home team playing that | 


day. Evening broadcasts feature scores. 
Another institution sponsors tri-city 


track meet broadcasts, thus winning a | 


wide audience. Still another bank using 


a newscasting schedule daily and Sun- | 


day works in local sport event scores 
and comments whenever possible. 


The experiences above may bring up | 


the question of radio coverage and audi- 
ence appeal, the two gauges by which 


all programs are measured. Proof that | 
sports hold a universal appeal on the | 


farm, in small towns and large popu- 
lated areas is shown in three recent test 
studies. In the metropolitan area of 
Boston, a study of radio listening habits 
covering every day of the week and 
every hour of the day, among 8,779 
households selected by income levels, 
The Hooper-Holmes Bureau, Inc., re- 
ports that the broadcast of baseball 
games by far surpassed any other day- 


time program and rivals the best of | 


evening programs in numbers of listeners. 

The next two cross-sections of listen- 
ing habits were made recently in Iowa 
and Kansas. In the Iowa survey, 5,967 
listeners reported their program prefer- 
ence and in Kansas 6,339 people were 
checked. Preference for sport programs 


“ABOUT SMALI 
CHECKING ACCOUNTS. 


NO. 10 OF A SERIES 


De Luxe presents these talks as a contri- 
bution to a subject of vital interest. We 
welcome questions, ideas and comments 
bertaining to the small account movement. 


I; IT NECESSARY to adopt some special 

“‘plan”’ in order to secure a representa- 
tive number of small checking ac- 
counts? Quite a few banks have done 
so. Some have cleverly dramatized 
them in vigorous selling programs 
and have been remarkably successful. 
Others — with precisely the same 
plans —have failed to make an 
impression. 


One might safely conclude that the 
varying degree of success could be 
attributed to enthusiasm on the part 
of the sales organization rather than 
to the mechanics of the “‘plan.’’ No 
plan was ever perfect enough to sell 
itself or fit the economic conditions 
of every territory. 


Practically all the special plans have 
merit. Some, however, are discrimina- 
tory and are surrounded with regula- 
tions which do not apply to regular 
accounts. These, in a way, label the 
man who can maintain only a small 
balance as being a little less trust- 
worthy. 


Frankly, we have never been able to 
see why the school teacher, the me- 
chanic, or the clerk should be looked 
upon as being less qualified to handle 
his financial affairs. We suspect that 
a person earning forty or fifty dollars 
a week has to watch his pennies a lot 
more closely than one with a big 
income. 


In other words, isn’t the small ac- 
count individual entitled to full 
banking facilities without any irri- 
tating restrictions? The same amount 
of selling effort exerted to sell this 
more comprehensive service will bring 
in just as many, if not more, profitable 
small accounts. 
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Yours jor 
Good Service 


BELL 
TELEPHONE 
SYSTEM 


THE TEXAS CORPORATION 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on January 5, 1939, to 
stockholders of record as shown by the 
books of the corporation at the close of 
business on December 9, 1938. The 
stock transfer books will remain open. 
C. E. Woopsripce 
November 21, 1938 Treasurer 
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by The Texas Corporation and its 
The Texas Company 


The people use the tele- 
phone—in this country 
nearly everybody. 


The people operate the 
telephone—about 300,000 


of them in the Bell System. 


The people own the tele- 
phone business. There are 
about 750,000 owners of 
Bell System securities. 


All of this works to- 
gether to give you the best 
telephone service in the 
world at the lowest possi- 
ble cost. 


DIVIDEND 
ARMOUR 40 COMPANY 


OF DELAWARE 


On November 18 a quarterly dividend of one 
and three-fourths cent (14 7) Po share 
on the Preferred Capital Stock o' above 
corporation was declared by the Board of 
Directors, payable January 2, 1939, to stock- 
holders of record at close of business 
December 9, 1938. 


E. L. LALUMIER, Secretary 


This is i} time when well | informed directors 
lars 0! h. BANK 


of all types expressed by men living on 
Iowa farms tabulated 26.6 per cent, 
and by men in small towns 37 per cent, 
Sport program preference by men in 
small Kansas towns totaled 34.7 per } 
cent and in larger towns, 49.8 per cent, 
As might be expected, the preference of 
the women was considerably lower. In 
Iowa 8.4 per cent of women living on 
farms preferred sports; in small towns 
the rating jumped 10.2 per cent. Sim. 
ilarly, women in Kansas rated sports 
as follows: large towns 10.2 per cent, 
small towns 9.2 per cent, farms 8.5 
per cent. 

The real significance of these figures 
lies in the relative preference for sports 
as against other program classifications, 
Sports programs were preferred by men 
in both states, in all residence groups, 
above these varied types: complete 
drama, religious music, comments and 
talks, markets, military bands, serial 
drama and classical music. Men in small 
towns also rated sports above weather 
reports, old-time music and talks on 
farming, while conversely, men on 
farms placed these same classes above 
sports. The choice indicated here, how- 
ever, shows the relative position of other 
popular bank broadcasting possibilities 
to sports. 


Your Bank Speaks 


ems Nashville Trust Company (Nash- 
ville, Tennessee) reports a successful 
experience on a series of five-minute 
broadcasts over WLAC. This program 
style is easily adapted anywhere and 
it seems to hold most of the qualifica- 
tions generally set by banks. It is brief, 
inexpensive, of local origin, has selling 
valueand is aimed at publicinformation. 

As described by G. B. Bourne, assist- 
ant vice-president, each program was 
developed around an interview by the 
station’s announcer with one or another } 
of the bank’s officers and department 
heads. The theme and setting — around | 
the radio council table—took the lis- 7 
tener “behind the scenes” by a play of 
lead questions from the announcer and | 
answers by the official. 

The program introduction by a staff 
announcer was followed by a summary | 
of an officer’s work. 

Questions would then follow in con- | 
versation—the announcer warming to 
the subject with appropriate comments 
before drawing other points. Much of 
the discussion was personalized by the 
officer speaking of his work or his views | 
as he would to a friend. There was no 7 
stiffness, no technical answers and no | 
hedging with guarded questions. The 
interview might have happened on a | 
street corner or at the bank. 
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“Unforeseen events...need not change and shape the course of man’s affairs” 


THE NET OF IT 


He's a circus man, the daring young man on the flying 
trapeze. Yet he shows foresight many more business men 
could emulate. Before the performance, he carefully tests 
every inch of his rigging . . . with special attention to the 
net. He knows that despite his skill, an wnforeseen event 
might easily make the net an economic, as well as a lit- 
eral, lifesaver ... 

Now, as the curtain rolls up on 1939, capable execu- 
tives are examining their “nets.” With the aid of Maryland 
agents, they are making sure that their operations are fully 
protected by adequate casualty and bonding insurance. 


Knowing that modern business must operate with in- 
creased efficiency, they realize the necessity of a greater 
margin of safety. 


7 


Thousands of industrial and business clients, and home- 
owners, are being provided by The Maryland with safety-nets 
to cushion the losses incident to everyday hazards of work- 
ing, living, playing. These policyholders will have more as- 
surance ... greater confidence ... during the year ahead. 
Maryland Casualty Company, Baltimore. 


THE MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 
to help you obtain protection against unforeseen events in business, industry and the home. 


January 1939 
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A TOWER OF STRENGTH 


Complete Banking Service 


for Individuals, Firms and Corporations 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 


FIFTH AVE. AT 44TH ST. 57TH ST. AT MADISON AVE. LONDON: 26 OLD BROAD ST. 


Member of the Federal Deposit Insurance Corporation 
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JUST A MINUTE 


Togo Peruse Mag. 


To Hon. Stephen Leacock, Mr., 
Care Ed. BANKING 


Dear Do.: 

Other night Tuesday I settle in home 
from commute and take up magazine 
book wearing Cream of Tomato (advt.) 
cover. (This give BANKING yum-yum 
aspect for December.) 

On 22 Page I note title called ‘A Cap- 
sule for the Utopians’’ wearing your 
identity. 

“Well, well,” say I to Hon. Wife. 
“Here are something for good read.” 

““Yes?”’ she offer with question-mark 
voice. 

“Yes,” I punctuate in lower case, and 
tell her name of piece. 

“Oh,” she indent. “I have no care for 
medicine stories.”’ 

(Note to Hon. Ed.: Hon. Wife have lack 
in imagination. Example: she think 
Old Grand Dad (advt.) refer to Hon. 
Relative.) 

Well, I look at first paragraphing of 
article to see if it have disinfected con- 
tents. 

“This are not Dr. Capsule,” I report, 
“it are Time Capsule (advt.).” 

“Good,” she enthuse. “Read me it 
too.” 

So do I and find funnyness for both. 

When I close Cream of Tom. (advt.) 
cover and put magazine down, Hon. 
Wife say: 

“Well, that are okay (0.k.) but Hon. 


Leacock (advt.) leave out big chunks of 
happening in Year 6939.” 

“Yes, yes,” I defend, thinking us 
writers should keep chummy, “yes, yes, 
so do he, but what are there to expect for 
length when he only have Page 22 and 23 
(advt?) for job? Jump reservation to 32 
Pages and he provide betterment. Maybe 
you have suggest?’’ 

Hon. Wife pick up Housecat and stroke 
back of her (Cat) thinkingly. Hon. Cat 
observe Cr. of Tom. book on table and 
stare with caution. Then lick with tongue. 
Then look foolish. Then settle into lap of 
Hon. Wife who still think. 

“Well?” I encourage. 

“Well,” she break out, ‘‘Hon. Leacock 
(advt.) do not extract enough on Yr. 
6939 when Capsule (advt.) are undug.” 

“So which?” I slang. 

“He do not report what debt of U.S. 
will calculate. That would be good 
insert.” 

“My dear,” I affectionate, ‘Hon. 
Leacock write with Canadian Type- 
writer (advt.). It do not have enough 
000’s to make correct report.” 

“Yes,” agree Hon. Wife, patting Cat 
which look again toward table. ‘‘But he 
have leadpencil and can write in as many 
000,000,000,000’s as are enough to ex- 
press symptom of Debt. Perhaps maybe 
he omit purposingly so as to duck Inter- 
national Incident.” (advt?) 

“Well,” I say, “that are one point. 
Where are more?” 

“Well,” she ditto, “if it are planned to 


DIRECT MAIL CLINIC 


At the Mutual Insurance Advertising-Sales Conference in Syracuse, direct mail 

pieces were examined and their troubles were diagnosed. Below, a consultation 

between (left to right) ‘‘Dr.’? David W. Sperry, Advertising Manager, Minnesota 

Implement Mutual Fire Insurance Co., Owatonna, Minn.; “Dr.’’ Carl S. Crum- 

mett, Advertising Manager, American Mutual Liability Insurance Co., Boston; 

“Dr.” Paul Purmort, Assistant Secretary and Advertising Manager, Central Man- 
ufacturers Mutual Insurance Co., Van Wert, Ohio 
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SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
FEDERAL LAND BANK 
TERRITORIAL AND 
MUNICIPAL BONDS 


C.J. DEVINE «CO. 


48 WALL STREET, NEW YORK 
HAnover 2-2727 
CHICAGO BOSTON PHILADELPHIA 
CINCINNATI: ST. LOUIS * SAN FRANCISCO 
Direct Wires to all Offices 


BUSINESS 
FOUNDATION 


HE FACTOR’S ALMANAC for 1939 

gives the Founding Dates of 
more than 300 leading Firms and 
Corporations in America. Quaint 
woodcuts and more than the usual 
quota of amusing ard instructive 
matter make this issue of more than 
ordinary interest. 


The modern Factor strengthens the 

foundations of many businesses by 

providing a steady flow of working 
capital and by absorb- 
ing credit losses. 


A limited number of copies of 
the Almanac has been reserved 
for free distribution to inquir- 
ers who will write on their 
business stationery. 


James Talcott, Inc. 
1854 Factors * 1939 


225 Fourts Avenue, New York Ciry 


BOSTON LOS ANGELES 
MONTREAL 


CHICAGO 
LONDON 
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BANKING SERVICE 


CANADA, 
LATIN AMERICA 
and OVERSEAS 


Resources exceed 


$860,000,000 


Prompt, effective foreign bank- 
ing service through an extensive 
branch system in the Dominion 
and twenty-nine other countries. 


Over 600 branches in Canada 
and Newfoundland, 72 in Cuba, 
Puerto Rico, British and French 
West Indies, Central and South 
America; branches also in 
London and Paris. 


Enquiries invited 


“ROYAL BANK 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 


and heating equip- GENER : 
MOTORS 


INSTALMENT 
PLAN 


ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


OF CANADA 


Head Office, Montreal, Canada 
New York Agency, 68 William St. 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


have WPA (advt.) undig Capsule in Yr. 
6939, article should direct that Hon, 
Diggers start now at once. When they 
have done undigging, Hon. Calendar will 
be at Yr. 11,939.” 

(Hon. Cat here stand up, stretch, yap, 
reverse self, then resume liedown. He are 
smart one, Misters Leacock-Ed.) 

“Are that all?” I quiz. 

“Oh no,” return Hon. Wife. “There 
are more which I tell after dinner.” 

Which she do, but here are enough for 
one (1) letter to Magazine. 

I hope you get gladness out of this. 

Many happy returns of Jan. 1, Hon. 
Leacock. 

Helpfully, 
Toco, JR. 


P.S. to Ed.: Hom. Wife say add she wish 
next BANKING paper have white cover 
like snow which Cat unlike. 

T. 


(Although he does not identify him- 
self, Mr. Togo, Jr., would seem to be 
the Hon. Son of the more Hon. Japa- 
nese School Boy whose _ inimitable 
Letters, dictated by Wallace Irwin, 
have been so widely read.) 


Economic Thought 


To the Editor: 

I was so impressed with the article 
“Economic Thought” by Everett Dean 
Martin in the November issue of BANk- 
ING, that I suggested to I. C. Greenburg, 
publisher of the Central Furrier, 608 
South Dearborn Street, Chicago, that he 
reprint it in that magazine. 

GEORGE McHENRY 

Vice-President 

National Boulevard Bank of Chicago 
Chicago, Illinois 


To the Editor: 

The article “Economic Thought” by 
Everett Dean Martin, in November 1938 
BANKING, deserves the widest possible 
distribution. It is the best presentation of 
the subject that I have ever seen. 

I should like to inquire if any plans have 
been made for reprinting this article. If 
so, I would appreciate your advising me 
as I should like to obtain some additional 
copies for distribution, not only to my 
associates but to others to whom I believe 
this excellent presentation should go. My 
compliments to you in obtaining this 
article from Professor Martin. 

R. M. PLAIsTER, Manager 
Bank Supervisory Department 
Moody’s Investors Service 
Chicago, Illinois 


To the Editor: 

I have just finished reading the article 
entitled “Economic Thought” by Ev- 
erett Dean Martin which appeared in the 
November issue of BANKING. I do not re- 
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MORE EFFECTIVE SUPERVISION 


FOR ALL ACCOUNTS 


Diligent research and analyses are recognized as fundamental to modern 
trust administration. And, in this day of changing values, emphasis 
must be placed on speed. Helping gather, tabulate and correlate in- 
formation on which your investment service to your clients is based 
is one of the important functions of punched card accounting. Not 
only is the speed of this method an advantage in itself, but the auto- 
matic machine operation will aid you in attaining the highest devel- 
opment of investment work. Punched card accounting records enable 
executives quickly to obtain Lists of Account Investments, Schedules 
of Security Holders, Collection Analyses, Investment Analyses, Income 


Cash, Principal Cash, Income Tax, and Court Accounting Records. 


cAn ever-increasing number of banks 


are using punched-card accounting 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building ee Branch Offices 
590 Madison Ave., New York, N.Y. | In Principal Cities of the World 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $67,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 279 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


call any statement concerning the present 
economic illusions which carried such 
force and conviction. 

I would like to explore the possibilities 
of having a reprint of Dr. Martin’s paper 
for wide circulation. 

F. CADMAN 
San Francisco, Cal. 


To the Editor: 

I believe that Dr. Martin’s article 
“Economic Thought” in this month’s 
issue of BANKING stands head and shoul- 
ders above most articles on this subject 
that 1 have read. It has occurred to me 
that the release of this in pamphlet form 
throughout the country would be a smart 
thing to do. 

JouN J. DRISCOLL, JR. 
Driscoll, Millet & Company 
Philadelphia, Pennsylvania 


These are only a few of the letters 
received on this subject. Both Dr. Cad- 
man and Mr. Driscoll have ordered a 
quantity of reprints for distribution. 


More Regarding November 


To the Editor: 

We have read with interest in your 
November issue of BANKING the summary 
of the Government lending agencies by 
George E. Anderson, including articles 
by certain Government Administrators. 

This is information we should like to 
send to some of our Special Agents in this 
territory, and we wonder whether you 
have reprinted this section in pamphlet 
form or whether you consider doing so. 
If not, we would appreciate having your 
permission to copy this information for 
distribution among 35 of our Southern 
Department Special Agents, of course 
giving credit to BANKING. 

M. STocKTOoN 

Assistant General Agent 

Hartford Fire Insurance Company 
Atlanta, Georgia 


To the Editor: 

I have just finished reading the very 
able study on Public Relations and Ad- 
vertising in the November issue of 
BANKING. 

This is a sort of current encyclopedia of 
what’s going on. It must have taken you a 
long time and a lot of hard work. 

Please accept my appreciation because 
I know the matter has been and will be 
helpful in the future. 

DALE BROWN 

Assistant Cashier 

The National City Bank of Cleveland 

Cleveland, Ohio 


Skits 


“The Financial Follies of 1938”, a 
musical review lampooning financiers 
and Government officials, was recently 
presented by the Financial Writers’ As- 


sociation of New York at its first annua} 
dinner. Many of the victims of the good 
humored ribbing were present. 

After the review, a “rebuttal” was 
made by William McC. Martin, Pres. 
dent, New York Stock Exchange, and 
William O. Douglas, Chairman, S.E.¢ 

The organization’s president is Elliott 
V. Bell of the New York Times, who 
writes in this issue of BANKING. 


Federal Lending 


In response to a large number of in 
quiries regarding the survey, “Govern 
ment Lending Agencies”, published ig 
BANKING’s November issue, the infor 
mation has been reprinted in a booklet 
which will be sent to readers on request, 

In the November issue, the Federal 
Housing Administration was errone 
ously included as a lending agency. The 
Administration’s power to buy or lend 
on modernization loans, originally im 
cluded in the National Housing Act, 
has expired. The data under the head 
ing, “Rates”, was also misleading. The 
F.H.A. will not be included in BANK 
ING’S reprint. 

The survey was first published in its) 
present form by this magazine with the! 
March 1936 issue. 


Wow! 


To the Editor: 

Far be it from me to belittle the great 
State of Texas—it is a great state—a state 
of which we are all justly proud, BUT itis 
just barely possible that because of its 
huge size, the publicity writers of those 
parts have become imbued with the idea 
that all things in Texas must of necessity 
be correspondingly large. 

I refer specifically to Page 166 of the 
November issue of BANKING, showing a 
picture under the caption of “Fort Sam 
Houston, at San Antonio, is the largest! 
army post in the country. Headquarters 
for the 8th Corps Area, it covers 3,330 
acres”’. 

I hesitate to dispute the accuracy of 
that statement, but in passing I might 
mention that in 20 minutes by automobile 
one can go from the business center of 
Tacoma to the entrance of Fort Lewis, 3d 
Divisional Hdqts. of the 9th Corps Area, 
and the military reservation in which Fort 
Lewis is located comprises a mere 85,000 
acres, the airfield alone, which is now 
under construction, comprising upward of 
3,000 acres. 

I understand that the Fort Lewis Mili- 
tary Reservation is the /argest in theUnited 
States, and possibly the world. 

Louis K. WooprorD 

The Bank of California 
National Association 

Tacoma, Washington 
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IMPRINTING: Lhe word 
no Dictionary can define 


Applying ink to 
paper is only one 
of eighteen steps 


in imprinting. 


HAT do you expect 

to receive, in return 

for your agreed price, 

when you buy imprint- 
ing on checks? §Here are some of 
the things we mean by imprinting: 
specially-built presses, carefully se- 
lected type faces, binding equipment 
made just for this work, numbering 
and cutting machines —all of which a 
stationer must have before he can begin to 
manufacture, and all of which means an invest- 
ment of many thousands of dollars. § Checks 
are wrapped and packed properly, stored and 
guarded against fire, damage, and loss or pil- 
ferage for improper use. Each book of checks 
is proof-read and examined at least six times 


before being shipped; made uniform in quality, 
even on rush orders; and most of all, created 
with specialized experience and craftsmanship. 
§ If all this goes into your checks, you and 
your customers are buying service, as well as im- 
printing. And the chances are that you buy from 
a member of the Institute of Bank Stationers. 


THE INSTITUTE OF 


BANK STATIONERS 


120 WALL STREET, NEW YORK 
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According to their biographers, two 
present-day celebrities, Hat Sims of 
bridge fame and MarGaret HALseEy, 
author of the best seller, With Malice 
Toward Some, began their careers as 
bank clerks. The contact in both cases 
was a fleeting one. 

The November 1938 issue of True 
Detective Mysteries carries a feature 
story on KEARNEY WORNALL’s grue- 
some experience while serving at Camp 
Funston during the War. A deranged 
Captain of Infantry, bent upon robbing 
the camp bank in which WorNALL and 
four companions were working on a 22 
degree below zero night of January 1918, 
killed four of the group with a hatchet 
and left Wornat for dead, terribly 
hacked about head and body. Somehow 
WoRNALL got out of the building and 
his groans attracted aid. For several 
days he lay between life and death. 
Today completely recovered from his 
wounds, he is vice-president of the City 
National Bank of Kansas City and well 
known in Midwest banking circles. 

Two members of the official family of 
the Maryland Trust Company of Balti- 
more, Maryland, have in recent years 
made outstanding contributions to their 
city’s welfare. In so doing they have 
attracted nation-wide attention. As 
chairman of the Committee on Govern- 
mental Efficiency and Economy, Wi1- 
LIAM J. CASEY, vice-president, is said to 
have done more for the financial stabil- 
ity of Baltimore than many others put 


- together. C. DELANO Ames, manager of 


public relations, as president of the 
Baltimore Criminal Justice Commis- 
sion, has rendered invaluable service in 
returning justice in Baltimore to the 
paths from which it had wandered. This | 
unique citizens’ organization, which has 
no political affiliation, acts as the agent 
and representative of the public in the 
field of criminal law enforcement. 
Feature articles describing its work 
have appeared in Liberty, Reader’s 
Digest and the Rotarian. 


Cartes A. Barr of the Colorado 
National Bank, Denver, is a cousin of 


former world heavyweight champion, |f 


Max BAER. 


HAMILTON COLLEGE, Clinton, New 
York, was founded in 1791 by an an- 
cestor of H. K. Hottey, vice-president 
of the LaCrosse (Wisconsin) Trust 
Company. Several generations of the 
Holley family have attended 
institution. 


this | am 


EDWARD K. MERRILL, assistant secre- | f 
tary, Land Title Bank and Trust Com-|AS depository for 516 of the 594 


pany, Philadelphia, recently won the 
national Comet Class sailing champion- 
ship on Lake Skaneateles, New York. 


* 


The list of bankers who have con- 
tributed mightily to the welfare of city, 
state and nation is long. Ranking high 
on such a list would be the name of 
B. ENtow, president of The 
National City Bank of Evansville, 
Indiana. His achievements are woven 
into the fabric of the city and of the 
Tri-State area. Mr. ENLow is known as 
the father of athletics in the Evansville 
public schools. Through his influence 


George S. Eccles, Presi- 
dent, First Security Bank 
of Utah, Ogden, is shown 

' with the Philadelphia Bowl, 
American Bankers Associ- 
ation golf trophy which he}! 
won at Houston, Texas, in| 
November, following the) 
Annual Convention 


banks in Wisconsin, the First 
Wisconsin National of Milwau- 
kee maintains unparalleled cor- 
respondent contacts through- 
‘out this state — the practical 
basis for three major services: 
|. The unique C-R-S Plan — Co-or- 
dinated Regional Service — re- 
markably efficient “streamlined” 
service geared to the Wisconsin 


needs of national business cor- 
porations. 


Utmost speed and economy in 
the collection of Wisconsin items. 


First-hand knowledge of busi- 
ness facts (and business men) in 
every section of the rich Wis- 
consin market. 


Member of Federa! 
Deposit Insurance Corp. 
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every elementary school has a play- 
ground and every high school a splendid 
athletic plant. Enlow Field, a high 
school stadium, is named for him. His 
hobby is gardening. 


* 


The world knows C. F. (Boss) Ket- 
TERING as the guiding genius of the 
research division of General Motors 
Corporation. Not so well known is his 
connection with the Winters National 
Bank & Trust Company of Dayton, 
Ohio, of which he is chairman of the 
board. For many years he has taken an 
active interest in this 124-year-old bank. 


* 


NELSON CasTLE of Memphis, Ten- 
nessee, is the only banker who holds the 
record for a hole in one by driving a golf 
ball into the mouth of a Mallard duck. 
Mr. CasrTLe has the ball and the duck 
to prove his story. 


* 


Extiotr H. Lee of the Guaranty 
Trust Company of New York, admits 
he is five feet 17 inches high. When he 
told that to a banker’s wife at one of the 
southern conventions she exclaimed, 
“Why, I’d have sworn you were over 
six feet.” 


ATHLETES 


R. FranK NEWHALL, vice-president 
of the First National Bank of Chicago, 
and Ray KENDALL, cashier of the Live 
Stock National Bank of Chicago, 
played on the Bankers Athletic Club’s 
football team back in the late 90’s. 
This team in two years rolled up a 
score of 1,156 against 8 for their oppo- 
nents. GEORGE A. RANNEY, prominent 
Chicago business man, was manager of 
this aggregation of super-dreadnaughts. 

CuarLes Patcu, of the Cleveland 
Trust Company, played in the Yale 
varsity tennis team in 1921. It was one 
of Yale’s best net teams. 

H. B. SHeets of the Marine Trust 
Company, Buffalo, is a graduate of West 
Point. He was formerly graduate man- 
ager of athletics and a member of the 
Olympic rifle team. Mr. SHEETS’ world 
record at six hundred yards, made in a 
national match in 1924, still stands. 


* 


B. McFatt, the newly 
elected president of the Commonwealth 
Trust Company of Pittsburgh, is a 
World War veteran and past com- 
mander of the American Legion in 
Allegheny County. He also served as 
vice-chairman of the financial commit- 


A sound, proven method of 
putting bank funds to work 


IELD WAREHOUSING by Douglas-Guardian made 
another impressive increase in volume during the year 
just closed. Many bankers are actively seeking loans of 
this type. With many of the nation’s soundest bankers, 
Douglas-Guardian service has won a place of established 
acceptance. No bank has ever lost 
a penny on a loan based on a 


Douglas-Guardian 


Field Ware- 


house. What information can we 


give you on this subject . . 


. per- 


haps pertaining to some specific 
loan you have in mind? Write, 


wire or phone. 


This Free Booklet 


is a comprehensive explanation of 
Field Warehousing in concise form. 
Glad to mail you a copy. 


Field 


100 W. Monroe St., Chicago, Ill. 


Warehousing 
by Douglas— Guardian 


Douglas-Guardian Warehouse Corporation 
National Warehousing Service 


118 N. Front St., New Orleans, La 


Also branch offices at New York 


Rochester, N. Y. 
Dallas, Tex. 


Cleveland, O. 
Les Angeles, Cal. 


Tampa, Fla. 


Memphis, Tenn. 
San Francisco, Calif. 


Easton, Md. 
Springfield, Mo. 


tee of the Republican Party in the 
State of Pennsylvania. 
* 

Joun K. O’Connor, president of The 
First and Second National Bank and 
Trust Company, Oswego, New York, is 
the owner of the world champion ’coon 
dog—* Melody Queen”’. 

EDWARD W. NIPPERT, assistant trust 
officer, Fifth Third Union Trust Co., 
Cincinnati, and C. B. LEONHARD, assist- 
ant secretary, The Detroit Trust Co., 
are both expert horseshoe pitchers. 

* 

T. A. Witson, president, Marine 
Midland Trust Company, Binghamton, 
New York, is one of those rare indi- 
viduals who finds success in everything 
to which he turns his hand. He has an 
excellent war record, is a former mayor 
of Binghamton and is a leading figure in 


_the football world. He is chairman of 


Princeton’s football committee and has 
back of him an enviable record as a 
player at Princeton, and as a coach at 
Princeton, North Carolina and Wis- 
consin. 

* 

General RicHARD COULTER, Presi- 
dent, First National Bank in Greens- 
burg, Pennsylvania, was commanding 
general at Havre. He is the son of 
Major General CouLtterR of the Union 
Army, who also was the president of the 


predecessor of the First National Bank. 
* 


F. W. (Buzz) BLALock, vice-presi- 
dent of the Fulton National Bank of 
Atlanta, was the officer to whom 
Sergeant York delivered the prisoners 
on the occasion that caused York to be 
hailed as the greatest individual hero 
of the World War. 


* 


GEORGE O. EVERETT, assistant vice- 
president of First Citizens Bank and 
Trust Company of Utica, New York, 
and President of the Financial Adver- 
tisers Association, is the guiding spirit 
in Utica’s unique Night Stick Club. 
This is an organization of business men 
created to take over the problem of 
caring for widows and orphans of mem- 
bers of the local police force. In addition 
to eliminating solicitation of donations 
by the police force, members of this 
organization are pledged to uphold the 
laws as well as to influence others to do 
so. The organization holds three meet- 
ings a year, a clambake in the Summer, 
a softball and outdoor party in the Fall 
for all the orphans in institutions in the 
city, and a Winter party known as the 
Slay Ride, which is patterned after 
Washington gridiron dinners. 

—ALBERT JOURNEAY 
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With maintenance charges on many buildings 
showing sharp upward curves, it becomes in- 
creasingly important to cut steam generation 
costs where possible. That's why we suggest 
you investigate what Todd has to offer. It is 
quite likely you will find that the installation 
of Todd Combustion Equipment will effect 
marked savings. 

Burning heavy, low-priced oil with maximum 
efficiency under fully automatic control, Todd 


units set a standard of economy in opergtion 
that is unsurpassed. Burners of all types’. . . 
both low and high pressure . . . to suit all kinds 
of installations are available. 


Probably you know of buildings in which Todd 
equipment is already in use. If so, just ask the 
man who knows the facts and figures about 
Todd performance. Our enthusiastic roster of 
satisfied clients is growing every day—with 
more than 40,000 Todd burners now in use! 


TODD COMBUSTION EQUIPMENT, inc. 


(Division of Todd Shipyards Corporation) é L 
601 West 26th Street, New York City 


NEW YORK NEW ORLEANS GALVESTON SEATTLE BUENOS AIRES LONDON 
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Directors who expect one officer to supervise the bank’s bond account as 
a Spare-time task are asking the impossible. No one man can hope to keep 
abreast of all the factors affecting the future value of each issue eligible 
for your bank’s investment account. No one man can be expected to plan 
a sound investment policy in a few moments diverted from his bank 
management duties. Efficient investment of funds today is a full-time job 
for a capably staffed organization. 


Here at Moody’s we divide the difficult task of investment fact-finding 
among a staff of mature investment specialists. One group devotes its full 
time to following industrials; another to utilities; a third to rails—and 
so on. These men collect and analyze investment facts, relaying them to 
your bank’s personal counsellor. He, in turn, interprets and applies this 


information to your needs for income, liquidity, diversification. 


Moody’s Supervisory Service is not solely a measure for ‘‘sick” invest- 
ment portfolios . . . it is not just a one or two-year measure to tide your 
bank through difficult times. Rather, it is a constant necessity that has 
proved its worth continuously to outstandingly strong American banks. 
May we explain to you or your directors how Moody’s Supervisory Service 
can help your bank? 


Moopys INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 
105 WEST ADAMS STREET, CHICAGO 
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Wall Street’s Life with S.E.C. 


By ELLIOTT V. BELL 


The author is a financial writer on the staff of the New 
York Times. 


UR and a half years ago there came into existence an 

P instrumentality that was destined to change profoundly 

the character and operations of the securities markets in 

this country. That instrumentality was the Securities and 

Exchange Commission, a board of five men, appointed by 

the President, which was given extraordinarily broad admin- 

istrative powers to regulate the issuance of and dealing in 
securities. 

The S.E.C. is a supreme example of the new type of govern- 
ment activity, having, as it does, the powers, in effect, to 
make laws, to prosecute violators of those laws and to pass 
judgment and sentence upon the culprits. The basic acts 
which this powerful body administers are three: The Securi- 
ties Act of 1933, which is designed to compel disclosure to in- 
vestors of material facts regarding securities offered publicly 
for sale; the Securities Exchange Act of 1934, which is in- 
tended to prevent manipulation and other unfair practices in 
the securities markets, and the Public Utility Holding Com- 
pany Act of 1935, which provides for the regulation of the 
financial practices of holding companies controlling gas and 
electric utilities. 

In looking back over the period since the establishment of 
the S.E.C. on July 1, 1934, it now becomes apparent that the 
commission has just completed what may be called the 
“pioneer phase” of its career. It has been a period of con- 
troversy—of contest, often bitter, between this new “police- 
man of Wall Street” and the “rugged individualists” of 
finance. As Mr. Douglas put it at the time of the reorganiza- 
tion of the New York Stock Exchange, the era of the “crack- 
down” is over and the era of the “round-table” is beginning. 

This being the case it is appropriate at this time to survey 
what have been the major developments in the career of the 
S.E.C. during this first and now-concluding phase and to at- 
tempt a broad general appraisal of its benefits and defects, 
with a view to suggesting what may be the characteristics of 
the next period of S.E.C. administration. 

First it is necessary to say—what should be obvious to all 
—that the S.E.C. and the three basic statutes it administers 
are here to stay in substantially their present form. It is note- 
worthy that in none of the political contests of the past four 
years in which the policies and achievements of the New Deal 
have been the issue have the opposition candidates at- 
tempted to make a serious attack upon the financial reforms 
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of the New Deal centering around the operations of the S.E.C. 
It will be noted that even in the most strongly anti-New Deal 
newspapers and periodicals one rarely sees criticism of the 
basic tenets of the Securities Act or the Securities Exchange 
Act, even though there may be strong criticism of some par- 
ticular act or utterance of the commission. 

In Wall Street the writer has been a witness to the almost 
complete evaporation of any tendency to dispute the princi- 
ples of these two acts. Bankers and brokers, many of them 
worthy and distinguished gentlemen, who denounced the 
statutes upon their enactment as “unworkable” and “puni- 
tive” have long since confined their criticisms to the urging 
of minor technical improvements. 


THE FIRST CHAIRMAN 


IN the relatively short period of its history the S.E.C. has 
had a fairly rapid turnover in personnel. It has had three 
chairmen and, from the standpoint of the financial markets, 
each one was tougher than the last. There was, first, Joseph 
P. Kennedy, at present Ambassador to the Court of St. 
James’s. He had been a stock market operator, was a friend 
of President Roosevelt and believed in the New Deal as a 
practical way of saving the capitalist system which he, with 
ample justification, held dear. He was a natural choice for 
the first head of this new police force of the stock markets for 
Mr. Kennedy by personal experience knew all the tricks of 
the stock market trade. He organized the commission, set up 
its system of tape-watchers and investigators to detect un- 
lawful manipulation. 

Mr. Kennedy remained in the job only a little more than 
a year, being succeeded in September 1935 by James M. 
Landis, one of Felix Frankfurter’s “happy hot dogs”. 

Mr. Landis, unlike Mr. Kennedy, was no financier. He was 
one of the group of earlier brain-trusters who flocked to 
Washington when the New Deal was young, eager to help in 
the task of reforming the United States. He was one of the 
drafters of the act which created the commission. In his 
administration of the S.E.C. Mr. Landis proved moderate 
and practical. Seeking to encourage the resumption of new 
financing, he showed a willingness at times to listen to the 
suggestions of the Wall Street underwriting houses and he 
deserves much credit for making the Securities Act work- 
able. It was evident, however, that his administration had 
not been aggressive enough to suit some of his fellow New 
Dealers and, when he resigned after two years to become the 
dean of Harvard Law School, he was succeeded by William 
Orville Douglas, the present chairman, another professor of 
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law who had already earned himself a reputation as a hard- 
hitting, uncompromising critic of Wall Street and its leading 
citizens. These successive changes showed an increasing ac- 
cent upon the New Deal point of view and upon a demand 
for financial reform, even at the possible sacrifice of business 
recovery. 

The most spectacular episode of the S.E.C.’s career has been 
its contest with the New York Stock Exchange. This struggle 
involved two phases—reform and reorganization. The first 
was the effort to enforce the new prohibitions against manipu- 
lation of prices and other trading practices banned by the 
Securities Exchange Act of 1934 and to provide for the in- 
creased public information concerning transactions on secu- 
rity exchanges which was called for in the act. In this task the 
S.E.C. had first of all to convince a rather cynical Wall 
Street community that it really meant business and that it 
was capable of doing the job. This was done by a number of 
spectacular investigations, including that which resulted 
in the expulsion from the Stock Exchange of M. J. Meehan, 
whose pool operations in Radio and other speculative favor- 
ites in 1929 had made him a nationally known figure. Some 
of these earlier cases grew out of Wall Street’s lack of under- 
standing of the new law; others reflected the gamble of cer- 
tain elements in the Street that they could “get around” 
this new law, as they had circumvented others. 

The new regulations had a very marked effect upon the 
character of the stock market itself. The market became 
thinner; prices of individual stocks fluctuated more widely 
on relatively small transactions and the tendency appeared 
to be for quotations as a whole to follow a rising or falling 
trend, as the case might be, with more violence and with fewer 
intermediate reactions than had formerly been the case. So 
noticeable did this condition become that, in August 1937, 
Charles R. Gay, then president of the Stock Exchange, in 
his annual report to members took occasion to declare that 
the liquidity of the market had been seriously affected by 
governmental regulation to such an extent that the market 
might cease to function in times of distress. 

The ink was barely dry on Mr. Gay’s report before the 
market itself gave a striking demonstration of what he 
meant. Within a few weeks the stock market began a decline 
which was one of the most severe in its history, judged by the 
speed and extent of the fall in prices. 


UNEXPECTED BOOST FOR REFORM 


OTHER financial leaders, notably Winthrop W. Aldrich, 
chairman of the board of directors of the Chase National 
Bank, came forward to endorse Mr. Gay’s warning and to 
lay the blame for the stock market debacle squarely at the 
door of the S.E.C. Chairman Douglas, who had only just 
taken office, found himself very definitely “on the spot”. 
That he succeeded in throwing the onus back upon the Stock 
Exchange and in crushing ruthlessly the rising revolt within 
the Exchange against the rule of the S.E.C. of which Mr. Gay’s 
report was the first gun, was owing partly to his own aggres- 
sive determination to prosecute the reform of the stock mar- 
ket at whatever cost; but it was also largely due to a strange 
stroke of fortune. The failure of Richard Whitney, the 
Exchange’s former president and the leading spirit of its 
“old guard” opposition to reform, with its scandalous dis- 
closure that Whitney himself was a thief, struck a crushing 
blow at Wall Street’s independence. In the face of that be- 
trayal there was no chance of holding out against or compro- 
mising with the S.E.C.’s demands for reform in the organiza- 
tion of the Exchange itself. 


With the backing of Mr. Douglas, liberal factions inside 
the Exchange, led by Paul Shields and William McC. Martin, 
Jr., seized control. They secured the adoption of a constitu- 
tion converting the Exchange from a “private club” to a 
public institution with a paid president and with representa- 
tives of the public on its board of governors. They ousted 
from positions of influence within the Exchange all the so- 
called “old guard” members who had been associated with 
the régime of Mr. Whitney and they even fired those paid 
employees of the Exchange who were thought to be too much 
attached to the older viewpoint. 

It seems plain that the relations between the New York 
Stock Exchange and the S.E.C. from now on will be fairly 
harmonious. This does not mean, of course, that every mem- 
ber of the Exchange is reconciled to the new dispensation. 
It means that those who sought to evade or defeat the full 
implications of the Securities Exchange Act have been de- 
cisively routed; that reforms of a far-reaching and funda- 
mental character have been entered upon by the Exchange 
and that, asa result of long contest between the S.E.C.and the 
Exchange and of the change in organization and personnel 
which resulted, there has been established a solid and work- 
able basis of understanding between the stock market and 
the government body set up to regulate it. 


A REAL CONTRIBUTION TO FINANCE 


IN the capital market the S.E.C. early established a 
cordial but none-the-less dictatorial relationship with the 
underwriters and issuers of new securities. It is now uni- 
versally conceded that the Securities Act is “workable”; 
that its basic principles are too valuable ever to be relin- 
quished and that the operations of the S.E.C. under the act 
have been a valuable protection to the public against 
fraudulent and near-fraudulent securities. 

A corollary benefit of the regulation of the issuance of new 
securities which is regarded by some financiers and lawyers 
as the most important benefit of all is that corporation 
directors have been spurred by it into taking a far more 
serious interest in their work as directors and the issuance of 
new securities has become for all corporations an occasion for 
searching investigation and analysis of the affairs of the 
companies involved. 

On the other hand, a number of defects, largely technical 
in character, have been pointed out. The most important of 
these and one which has plainly become a matter of concern 
to S.E.C. and other governmental officials is that existing 
costs of financing under the Securities Act make it virtually 
impossible for small corporations to raise money. Invest- 
ment bankers, in the light of their experience with the 
act, have urged a number of reforms, including: The simpli- 
fication and coordination of all the existing legislation, regu- 
lations and forms relating to the securities markets; simpli- 
fication of the machinery of registration of new issues, and a 
change in the liability provisions so as to make sub-under- 
writing more practicable. 

Still another suggestion that has been advanced which 
seems worthy of consideration is that the membership of the 
commission should be expanded. 

Happily there appear grounds for believing that the pio- 
neer phase in which the commission was, in a real sense, 
fighting to establish its authority in a generally hostile finan- 
cial world appears now to be about over. For the future the 
emphasis in the commission’s work should be upon the per- 
fection of its administrative techniques rather than upon the 
problems of organization and crusading. 
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Bank Directors Have Changed 


By CARL K. WITHERS 


The author, formerly Commissioner of Banking and Insur- 
ance for New Jersey, is now president of the Lincoln Na- 
tional Bank, Newark. This is the first of three articles which 
Mr. WITHERS will write for BANKING on this general sub- 
ject. The magazine has just completed publication of a series 
on bank directors’ duties by LEo T. CROWLEY, Chairman, 
F.D.I.C. 


IME was, and well within the memory of most of those 

in banking today, when the title bank director was not 

only considered a mark of distinction, but one which 
would lend prestige and give definite standing in the financial 
and business life of almost any community—small or large. 
Of even greater importance, moreover, to some individuals, 
and unfortunately for the future of many institutions, this 
distinction was one which could usually be depended on for 
regular fees, frequently outside commissions or business 
opportunities directly attributable to the bank affiliation, 
and, most important and devastating of all, as subsequent 
events were to prove, a liberal and easily obtainable source of 
credit which could not be obtained in any other way. Thus, 
to become a bank director in years gone by, and particularly 
during the “thriving twenties”, was not only an objective to 
be sought by some as an opportunity for profitable invest- 
ment, or to satisfy a personal ego, but in many instances a 
practical business necessity, with but scant consideration 
given to either the legal or moral responsibility involved. 

In those days, when charters could be had almost for the 
asking and directorships were bartered for stock subscrip- 
tions, small wonder that such a director had but little 
knowledge of the mechanics of or interest in the institution 
to which he had lent his name, beyond the hope of personal 
gain. True, he was required to take what should have been a 
solemn oath of office, but its significance, if indeed he even 
read the oath before signing it, meant little or nothing until 
the spectre of insolvency became an unseen and persistent 
member of the board of directors. Then, and not until then, 
did many either wonder or realize what contribution they 
had made either to the early success or ultimate failure of 
the institution. 

True again, meetings of the board were attended with 
more or less regularity and the perfunctory reports of officers 
and committees listened to as a matter of dull routine. Board 
meetings were always a pleasant time to fraternize a bit with 
fellow directors, for it was frequently the only time they met. 
The meeting over, they departed, with very little thought of 
the bank or their individual responsibility for its safe con- 
duct until their secretary, business associate or wife re- 
minded them of the next meeting. Occasionally on the golf 
links or at a luncheon club the opportunity would present to 
say a good word for the institution, but usually the director 
had to be reminded of it in conversation, or he already had it 
in mind because of the imminence of one of his own maturing 
obligations. 

Fortunately for most institutions and the community at 
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large, through the vicissitude of recent years and the revision 
and tightening of our banking laws and more strict supervi- 
sion, most directors of this type have been eliminated, and in 
their places we find the director of the present day, keenly 
alive to his legal and moral responsibilities, both to his bank 
and to his community. 

It should not be assumed from the foregoing that all 
directors in all banks were of the type described. It is to be 
hoped that they were in the vast minority. But they were of 
sufficient number to make their place—or rather misplace— 
in banking a source of wonderment today. In the light of 
subsequent experience, it is surprising that their presence 
among the right-thinking membership of the average board 
of directors was tolerated. 

There were then—as there are today—plenty of directors 
of the ‘“‘old school”, those whose only claim to distinction 
may be that they haven’t missed a board meeting since the 
bank started. They are the sturdy, the faithful and depend- 
able kind of directors. Others there are who have never bor- 
rowed a dollar from their own institution, and still others 
who, when the era of diminishing profits came along, were 
among the first to move for the cutting of dividends and the 
waiving of directors’ and committee fees in order that de- 
positors’ funds might be afforded the fullest measure of pro- 
tection. Last, but by no means least—and their number is 
legion—there were those who, when the necessity for a 
strengthening of capital arose—in most instances through no 
direct fault of theirs—scraped safe deposit boxes clean, 
emptied bank accounts, mortgaged their homes, and even 
borrowed on the reserve of their life insurance policies in 
order to keep faith with those who had placed their trust in 
them. 


THE EFFECT OF OVER-CHARTERING 


LARGELY, the trouble may be foundin thegranting of nearly 
6,000 new charters, exclusive of branches and conversions, 
during the few brief years preceding the virtual collapse of 
all banking in 1933; this, in spite of the failure of nearly 5,000 
banks during the period immediately following the World 
War and depressed business conditions in 1921. 

And who became the directors of these institutions? 
First of all, as has already been stated, those who were in a 
position to make the largest stock subscriptions; and they 
not infrequently were sold in advance on the idea of unload- 
ing a large part of their holdings at a fancy profit, after the 
bank was organized and well under way. 

Let us hope that the era of the indiscriminate granting of 
charters is forever in the past. Let us hope that in the future, 
charter-granting authorities will inquire as carefully into the 
motive of those seeking to organize a bank as they now do in 
determining proper capital requirements and community 
need. And finally, let us hope that the officer or director of 
any bank who uses his position of trust for personal gain to 
the detriment of his depositor’s interests may be forever 
banished from our banking systems. 
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Resolved: Safer Housing Loans 


By J. B. CHAFFEY 


Cot. CHAFFEY, vice-president of the California Bank, Los 
Angeles, has written previously for BANKING on real estate, a 
field in which he specializes. He briefly outlines here some ways 
to anticipate and prevent foreclosure troubles. 


MERICAN banks have taken five years to clean up the 
properties acquired through unintelligent mortgage 
lending. Many have found it necessary to create 

special departments headed by their most experienced offi- 
cers to do the job. The time consumed by committee work 
and executive supervision has been great and might better 
have been applied to making the loans in the first place. 
Costs have been incalculable, and many a bank stil] has an 
“other real estate” account several times larger than it 
should be. The end of the old troubles, however, is in sight. 

Urged by the cheapness of money and the necessity for 
income, the race for mortgage loans is on. Purged of their 
past sins and with sighs of relief, our financial institutions 
are on the way to forget their recent discomfiture, much as 
the small boy emerging from his hot bath confidently expects 
never to be dirty again. But is there anyone so complacent 
as to believe that, mortgagewise, our troubles are over and 
that no mistakes are now being made? 


THE FHA RECORD 


IT IS a bit disconcerting to be reminded that the greatest 
steps forward in mortgage lending in recent years have been 
conceived and executed by a governmental agency staffed by 
men of limited experience and still more limited salaries. 
The remarkable achievements of the Federal Housing Ad- 
ministration even thus far could make the cleverest bankers 
wonder what they have been doing with their time during the 
past few years. Lest doubting Thomases question the ac- 
complishments of the FHA, or incline to attribute them to 
the power of Government funds, let me say without fear of 
contradiction that the elimination of second and third liens 
from the mortgage field is an achievement. The principles 
established in the Appraisal Manual and their successful 
application are attainments of no mean proportions. 

Can another foreclosure debacle be averted? It can and 
will be averted by a courageous few who will not let the bars 
down. But first we must have a clear understanding of what 
caused the last one. Experts are agreed that the factor which 
contributed most toward the recent collapse of the mortgage 
structure and, in turn, helped to bring about a demoralized 
real estate market, was failure of income. Its influence 
reached everywhere. It applied to properties because of 
lower rents; it applied to stocks through reduction of divi- 
dends; to bonds, because of lowered interest rates; to busi- 
ness income, because the business man couldn’t make 
expenses. Lower salaries caused failure of income and, of 
course, loss of jobs—unemployment—added enormously to 
the total. With proper safeguards, the effects of failure of 
income can be minimized. 

It is difficult to say which is the most important of the 


many principles involved in sound mortgage lending. Re- 
arrange these according to your own ideas. 


A FEW SUGGESTED PRINCIPLES 


1. SELECTIVITY of Property Risk. Fundamentally and 
in the last analysis, the lender must look to the property for 
satisfaction of the debt. Are your analyses of properties com- 
plete? Is the structure sound and well built? Is it in good re- 
pair? Will it still be there while your loan is being paid off, or 
will it vanish in the mists of tomorrow and leave you with a 
vacant lot? Is it a misplaced improvement? Does it appeal 
to a large number of prospective owners or occupants? Is the 
environment improving or declining? Does it have intrinsic 
or potential earning power? Is its use fixed for a long pull or 
is it changing? If so, to what? 

2. Selectivity of Borrower. In these days of moratoria and 
limited possibilities of deficiency judgments, a name does not 
mean so much as heretofore. It is useful to know that the 
borrower is honest. Beyond that, it doesn’t matter much. 
A financial statement is a guide today but*can ‘change’so 
quickly as to be of little value for a ten-year loan. 

3. Terms. The old method of three-year maturities has 
always been so impracticable of fulfillment that one marvels 
at the tenacity of such stupid terms. Amortization, prefer- 
ably monthly, will be the biggest single safeguard against 
future foreclosures. Loans seasoned by amortization will be 
reasonably safe, but even its magic influence can be largely 
vitiated by overly optimistic appraisals. 


THERE’S NO SUBSTITUTE FOR HORSE SENSE 


4. APPRAISALS. Never before has the necessity been so 
great for sound, intelligent and comprehensive appraisals 
made by technically educated and practically experienced 
appraisers. Never has the need for executive scrutiny been 
more important than now. As one prominent and nationally 
known appraiser has aptly put it, “Financial executives 
sprinkle office boys with holy water and manufacture ap- 
praisers over night, and then proceed to make loans upon the 
knowledge and judgment shown in their appraisals.”” Does 
the appraisal contain an estimate of the necessity for the 
particular business occupying the premises upon which you 
propose making a loan? What would happen to the building 
if the present occupant failed or moved? Where is the com- 
petition situated and how does it affect the subject business? 
What is known about the management? How would the 
income be affected by new construction in the neighborhood? 
Are there furniture, fixtures or equipment on which a chattel 
mortgage should be taken? Does the appraisal take into 
account (a) competitive sales prices, (b) reproduction cost 
depreciated, (c) dependable income capitalized at the proper 
figure? Does it takeinto consideration your other loans in the 
same block and present or past foreclosures of your own or 
of others in the district? All of these things are essential to a 
modern, enlightened and intelligent appraisal. Finally, there 
is no substitute for sound judgment. 


BANKING 


The Future of Finance Companies 


By ARTHUR W. NEWTON 


The author, a well known authority on finance companies, 
is Vice-president of the First National Bank, Chicago. 


for the finance companies of the country. Along with 

the rapidly declining volume of business, nearly all of 
them had to take heavy losses on repossessions. It had, of 
course, been anticipated that this situation would some day 
arise, as it had arisen in the past, but never before had the 
decline in volume and the increase in repossessions been as 
rapid as on this occasion. 

But just as in 1920 and in 1929 the finance companies 
justified the best expectations of their friends, so today 
they have come through these trying times without a serious 
failure among their number; their reserves have kept up to 
satisfactory percentages; and even, in most of the statements 
that I have seen, a satisfactory profit has been shown. In my 
opinion, this is a magnificent record. I believe that with the 
continued improvement in business which has been taking 
place for some months, the finance companies should be 
facing another period of prosperity which, though it prob- 
ably will not equal the golden days of 1936 and ’37, should 
be satisfactory. 

However, the finance companies should not be disap- 
pointed if in the future they make no such profits as they did 
in those prosperous years, and as a body they should be 
satisfied if they make the profits on their invested capital 
that would be satisfactory to the best managed financial or 
commercial institutions. This, I am inclined to believe, the 
well managed finance companies can always expect to do. 
If they do much better than that, increasingly strong compe- 
tition from some quarter or other will attack them. 


IN ttc the fn thirty-eight was a year full of difficulties 


THE QUESTION OF COMPETITION 


WHILE there exists keen competition among finance com- 
panies, they naturally are more concerned with the growth 
of competition from banking institutions. This competition, 
of course, has come as a result of the large earnings which the 
finance companies have shown, which their financial state- 
ments brought prominently before the banks, and of the 
small earnings which the banks have been compelled to take 
for some years back. As long as money rates are so exces- 
sively low, competition will have a tendency to spread, par- 
ticularly in the case of banks in the smaller cities and in 
those sections of the country where banks have numerous 
branches, until such time as the banks are able to get rates 
which make them less inclined to take up or extend instal- 
ment financing. While I sincerely hope that higher rates are 
near at hand, I see no reason to believe that they are. 

The finance business has now been established long enough 
for it to have definite standards of conduct and of ethics. In 
the long run, the finance companies will stand better with 
public opinion and be at least as well off if they will see that 
the purchaser of the car, who after all is their bread and 
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butter, receives a fair deal, that he is made only a reasonable 
charge, and that that charge is just what he believes it to be; 
in other words, that there should be no hidden charges of 
any kind. Moreover, in the face of a contemplated reposses- 
sion, it is only good policy for the finance company to be as 
generous as is possibly consistent with reasonable safety. 
There are many finance companies that pursue this policy 
and it would be an advantage to the business if all companies 
followed their example. 

By comparing composite figures obtained by consolidating 
the statements of more than 20 finance companies, it will be 
found that they have made a splendid liquidation of their 
outstanding paper and have adopted more conservative 
terms. The trend has definitely been in the right direction 
and the results generally have brought the assets of the 
finance companies into a sound position. Doubtless, bankers 
are interested in seeing some of the changes that have taken 
place in these figures between June 1937 and June 1938. The 
details may be found in the accompanying tabulation. 

It must be admitted that when the finance companies 
follow the trend of business conditions, they set their house 
in order. The tendency to lengthen the terms on the sale of 
automobiles was very definitely curbed. The percentage 
of new car paper maturing in more than 18 months 
was more than halved and the per cent of new car paper with 
a down payment of less than a third was cut down in a very 
impressive manner. All in all, the comparisons of volume 
demonstrated the ability of the finance companies to bring 
their operations within the bounds of good practices. 


THE STORY OF FINANCE COMPANY PROGRESS 
TOLD IN COMPOSITE FIGURES 


Percentage of cash to debt 

Ratio of debt to working capital 

Per cent of retail paper maturing in six months 

Per cent of retail paper maturing in twelve months.. 85. 30 

Per cent of cash, wholesale, retail and other receiv- 
ables maturing in six months to debt 

Number of months’ collections required to pay debt, 
net of cash and wholesale paper 

Balances delinquent over sixty days to total retail . . 

Repossessions to net worth in per cent 

Reserves for losses to total retail 


95.85 


COMPARISONS OF VOLUME 

Percentage of new car paper maturing longer than 
eighteen months. 

Percentage of a car paper with a down payment of 
less than a third 

Percentage of demonstrator paper 

Used car paper maturing longer than twelve months. 

Used car paper with down payment of less than 
33%% 

Used car paper with final instalment larger than 
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Mr. McCullough, the First 


By ALBERT W. ATWOOD 


The author is a well known writer on economics and current 
affairs. His articles appear frequently in BANKING. 


HE name of Hugh McCullough means very litt) : to the 

present generation, and only a few will recall that he 

was the first Comptroller of the Currency. But in these 
days, when new theories of money and banking are stirring 
about in such yeasty fashion, it may serve a useful purpose 
to draw attention to one of the most convincing and effective 
exponents of soundness in money and banking which this 
country has ever known. 

As first Comptroller of the Currency, Hugh McCullough 
had to inaugurate the national banking system during the 
dark days of the Civil War, and he did so with brilliant suc- 
cess. This might seem achievement enough for one man, but 
in addition he served as Secretary of the Treasury through- 
out the second administration of Abraham Lincoln and that 
of Andrew Johnson. Thus there fell upon him the main yeo- 
man’s task of financially rehabilitating the country after the 
devastation of war. 

This was even a greater service than might at first appear. 

For it was with the close of the Civil War that this country 
first became an influence in world finance and it was in that 
war that so many new economic problems had their origin. 
Thus, at a critical period in our history, McCullough was a 
key figure, even though never a strikingly well known one. 
To his lucid mind and to his detestation of financial fallacies 
and short cuts the country owes much. 

McCullough was the last surviving member of Lincoln’s 
distinguished Cabinet, dying May 24, 1895, at the advanced 
age of eighty-seven. Fortunately he wrote an extensive auto- 
biography in his later years, and it flashes with vivid lights, 
personal, political, economic, financial and banking, which 
illuminate the study of American history and have a de- 
cided value even in the interpretation of current problems. 

McCullough was born in Kennebunk, Maine, and had as 
one of his early teachers William Emerson, less distinguished 
than his brother, Ralph Waldo, but with the same simple 
manners and devoted scholarship. Young McCullough 
attended Bowdoin College for a while, studied law in Boston, 
and at the age of 25 decided to seek his fortunes in the 
West, armed with a letter of introduction from Daniel 
Webster. 


EARLY FRONTIER EXPERIENCE 


HE had no idea which part of the West to try, but a lawyer 
whom he met in Cincinnati advised Indiana. Shortly he had 
built up a good practice in Fort Wayne, but the wilderness 
to the North was beckoning. He bought a horse, saddle and 
bridle, and exchanged his trunk for a pair of saddle bags. The 
next morning when he started out he found that nothing had 
been done to build a road to Lake Michigan except to open a 
way through the forest. 

“Tt was perfectly straight,” he wrote in later years, “and 
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the noble trees, nearly a hundred feet in height, stood on 
either side of it like a protecting wall. The birds were singing 
blithely, and although my horse was my only companion, 
the wildness and novelty of the scene acted upon me like a 
tonic. Long, long years have intervened; a long and busy 
life is nearly ended, and yet the exhilaration which I expe- 
rienced as I rode through that magnificent forest comes back 
to me as freshly as if it were but yesterday.” 

After many experiences in the wilderness of northern 
Indiana McCullough returned to Fort Wayne and was made © 
cashier and manager of the local branch of the State Bank of 
Indiana. “I had no practical knowledge whatever of bank- 
ing,” he wrote in later years, “and said so to the directors; 
but they supposed I was better fitted for the place than any- 
body else whose services they could obtain.” 

At first young McCullough thought of the job as a stop- 
gap only, expecting to return to the law. But he soon decided 
that he liked banking better than anything else. Later on he 
became president of the bank and made a fine record for it 
through the panics of 1837 and 1857. 


BECOMES A NATIONAL FIGURE 


THE lessons he learned from these early days of banking 
were of more than temporary value. “None of the directors 
or officers of the bank or of its branches had made banking 
a study,” he wrote, “or had any practical knowledge of the 
business, and yet no serious mistakes were made by them. 
Cautious, prudent, upright, they obtained, step by step, the 
practical knowledge which enabled them to bring their — 
transactions into close accord with the public interests.” 

For one thing the first and second presidents of the bank, 
McCullough’s predecessors, made the closest and most rigid 
semi-annual examinations themselves, descending upon the 
branches in the most unexpected manner. Early in his ex- 
perience McCullough learned “the simple but all important 
principle that lenders and borrowers could not safely be the 
same persons, and in this bank borrowers ought not to be 
and would not be managers. Bank failures invariably are the 
result of a disregard of this rule.” 

McCullough went to Washington in 1862 to oppose the 
proposed national banking legislation, but he admits that 
when it was amended and became law his attitude changed, 
and he reluctantly accepted the position of Comptroller 
when Secretary of the Treasury Chase offered it to him. 

Chase allowed him to appoint his own assistants, without 
political interference, and one of the first young men to 
apply and secure a position as clerk was John Burroughs, 
who later became famous as a naturalist. Also later, as 
secretary of the Treasury, McCullough made appointments 
of a very high type. 

McCullough had the highest opinion of Salmon P. Chase, 
differed with him on only one point, and won out on that. 
Chase wanted all the state banks which became national 
banks to be known only by number and relinquish the names 

(CONTINUED ON PAGE 26) 
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Comptroller 


CULVER SERVICE 

Above, the printing of greenbacks, a source of constant worry to the 

Comptroller. Right, Mr. McCullough at the time he undertook 
administration of the National Bank Act 


CULVER SERVIC 
: 


CULVER SERVIC 
. HEALY COLLECTION 


Above, Mr. McCullough’s quar- 
ters when he was Secretary of the 
Treasury. A contemporary writer 


said that “the room is comforta- 

bly furnished with black walnut 

‘New York, 20 ‘Wall Street; 
PHIL ADELPHIA, Ww ASHINGTON, , ments, and is only remarkable 


for the immense amount of work 


South Third Street ; St., opposite U. Treas'y. transacted here daily” 
DRAW 


Foreign Exchange ; Cable Transfers ; 


COMMERCIAL AND. TRAVELING CREDITS, . Mr. McCullough headed a Lon- 


Left, advertisement of a well 
known banking firm at the time 


don branch 


And EXECUTE ORDERS FOR SECURITIES both here and in Europe, 


Traveling Credits, available in all parts of the world, ean be procured at either of our 
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to which they had become attached. That is, the Chemical 
Bank would have to become the Ninth or Tenth National 
Bank, New York City. Chase did not yield until he dis- 
covered that adherence to this idea would prevent the sys- 
tem from being a complete success. Therefore the Chemical 
Bank became the Chemical National Bank and not the 
Ninth or Tenth National. 

McCullough became Secretary of the Treasury a few days 
after Lincoln’s second inauguration, and the reasons he gives 
for his appointment throw a valuable light not only upon 
McCullough but upon the Great Emancipator himself. 
McCullough insists it was because of a certain letter which 
he, as Comptroller, addressed to all the national banks in 
December 1863, and which pleased Mr. Lincoln. A few ex- 
tracts are revealing indeed: 


HOMELY ADVICE, GOOD TODAY 


“NEVER renew a note or bill merely because you may not 
know where to place the money with equal advantage if the 
paper is paid. In no other way can you properly control your 
discount line, or make it at all times reliable. 

“Distribute your loans rather than concentrate them in a 
few hands. Large loans toa single individual or firm, although 
sometimes proper and necessary,.are generally injudicious 
and frequently unsafe. Large borrowers are apt to control 
the bank; and when this is the relation between bank and 
customer, it is not difficult to decide which in the end will 
suffer. 

“Tf you doubt the propriety of discounting an offering, 
give the bank the benefit of the doubt and decline it. . . . 
Never deal with a rascal under the impression that you can 
prevent him from cheating you. The risk in such cases is 
greater than the profits. 

“Tn business know no man’s politics. Manage your bank 
as a business institution, and let no political partiality or 
prejudice influence your judgment or action in the conduct 
of its affairs. The national currency system is intended for a 
nation, not for a party. 

“Pay your officers such salaries as will enable them to 
live comfortably and respectably without stealing. If an 
officer lives beyond his income, dismiss him; even if his 
excess of expenditure can be explained consistently with his 
integrity, still dismiss him. Extravagance, if not a crime, 
leads to crime. A man cannot be a safe officer of a bank who 
spends more than he earns.” 


IN LINCOLN’S CABINET 


AS Secretary of the Treasury, McCullough fought valiantly 
but not with immediate success for the early resumption of 
specie payments and the elimination of the legal tender notes 
which were so obnoxious to him. His annual reports and other 
public documents were, however, state papers of exceptional 
ability in that he pointed out in terms still entirely applicable 
the evils of fiat money, of depreciated currency, and the false 
rise in prices which comes from them. 

In one very important respect he had immediate success, 
namely, in his insistence upon rapid payment of the great 
public debt incurred in the war. In a remarkably short time 
he had funded over a billion dollars of short term paper, and 
within two years had Treasury finances on a sound basis, 
including problems of revenue as well as of debt. 

McCullough acted swiftly to support the Government 
bond market the day following Lincoln’s assassination. He 
had seen the President for a few moments the morning be- 
fore and Mr. Lincoln had said to him: “ We must look to you, 
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Mr. Secretary, for the money to pay off the soldiers.” “] 
shall look to the people,” McCullough replied. “They have 
not failed us thus far, and I don’t think they will now,” 
A few hours later he saw Mr. Lincoln unconscious and dying, 

McCullough, in 1884, at the age of 76, was asked by 
President Arthur to become Secretary of the Treasury, in 
place of W. Q. Gresham resigned, and held the office for a 
few months until the end of Arthur’s term. 

In 1887 McCullough wrote Men and Measures of Half a 
Century, the most absorbing passages of which are probably 
his estimates of the great figures of his time, Lincoln, Grant, 
Andrew Johnson, Arthur, McClellan, Chase and the like. 
For the most part he is generous in his tributes to other 
men, to the clerks and subordinates in the offices in Wash- 
ington, as well as to the higher officials. 

Although convinced of the wrongness of the Confederate 
cause he wrote that “no people ever behaved better than 
they did when the war was over,” and he could not help 
admiring their spirit, constancy, bravery and devotion. 
Modestly he admits that in the early stages of the war he 
could not foresee the extent of the Confederate victories. 

McCullough had so much to say in his official reports, and 
in his autobiography, concerning the evils of excessive issues 
of paper currency that he finally half apologized for his 
emphasis upon the subject, and admitted that not all finan- 
cial troubles are due to that cause. Improper use of individual 
credit and imprudent speculation were also potent causes of 
trouble, he said. 

Nor was he lacking in a sense of humor, or rather in a keen 
insight into human nature. Speaking of some Wall Street 
men who called upon him when he first became Secretary of 
the Treasury he writes: “They were all high toned and able 
men, but I could not avoid the conclusion that all viewed 
the questions in the light of their own personal interests. 
This was natural, for no honorable business man ever sup- 
poses that his own interests can be antagonistic to those of 
his Government.” 


FORESAW LATER CONDITIONS 


ALTHOUGH a Republican, McCullough vigorously opposed 
the protective tariff, at least in his book. Indeed his able re- 
marks on the subject almost anticipated the Tariff Commis- 
sion and even the far more recent reciprocal trade treaties as 
made by Secretary Hull. He also expressed grave doubts of 
the wisdom of unrestricted immigration and greatly feared 
the rise in the large industrial centers of the North of masses 
of propertyless voters. 

“Our manufacturers,” he said, “will import cheap labor 
until wages approach pretty near the European level.” 

Long before the Federal Reserve was thought of he urged 
the establishment of a “national bank” to act as a regulator 
of the rates of interest, but he wanted it, like the Bank of 
England, outside of politics, independent of the Government, 
but one “which keeps its fingers on the business pulse of the 
country; and by its wise and prompt action contributes im- 
mensely to the stability and healthiness of trade.” 

Hugh McCullough in his time was overshadowed by far 
greater men than he. His was not the genius of Lincoln or 
even of Salmon P. Chase. The imaginative and powerful but 
dangerously over-sanguine Jay Cooke described him “as a 
bank officer—no higher.” But a strict, experienced, prudent, 
cautious bank officer was very likely just the type of man 
which Lincoln and Chase needed*to, help clean up the 
financial mess which the war had produced. At Jeast McCul- 
lough did it—and that was a great service indeed. 


BANKING 


A Pension Planner’s Carnival 


By GEORGE E. ANDERSON 


The author, a Washington contributor to BANKING, dis- 
cusses @ current political phenomenon. 


OMPARE the incredulous horse-laugh which greeted 
C the announcement of the so-called Townsend Plan of 
old age pensions not much over a year ago with the 
situation in about half the states in the Union at the present 
time, especially as disclosed in the recent political campaign 
and election, and one finds some rather disconcerting devel- 
opments. Short cuts to old age Utopia have become a serious 
matter in a score of states. Unless current movements are 
headed off or directed into more conservative channels the 
finances of perhaps half these states bid fair to head for dis- 
aster within the next year or so. Already one state is in deep 
financial waters unable to swim and it will be little short of 
a miracle if other commonwealths are not in the same posi- 
tion after the next general election. The situation is serious 
not so much in what has taken place so far in the movement 
as in its underlying causes and the group pressure which 
these causes exert politically. The disposition of the financial 
world to disregard such schemes because they are so mani- 
festly unsound economically is a fatuous ducking of realities 
in a world strongly disposed to economic and political ex- 
perimentation. Various units in these United States have 
adopted unsound economic enterprises in the past and are 
likely to do so again. Some of them are certainly on the 
way at the present time. 


ALL PLANS MEAN TAXES 


WHATEVER the scheme or methods employed they finally 
come down to the same thing—the taxing of the public for 
the benefit of certain classes. And the cost in each case is 
about the same in proportion to the benefits proposed. How- 
ever hairbrained the plan, the final test is in the cost involved 
and in any of them this cost is prohibitive. Current estimates 
place the number of people in the United States over 64 
years of age at around 8,000,000 and it would take approxi- 
mately six and a quarter billion dollars a year to furnish 
such people with $15 a week or $4,160,000,000 to pay them 
only $10 weekly. 

Furthermore, it is estimated by life insurance actuaries 
that the proportion in the next generation will be twice the 
present ratio while by the second generation it will be at 
least triple the present ratio. The nation’s birth rate is de- 
clining, there are no longer so many young people coming 
into the country from abroad, the span of life for the old is 
constantly being lengthened by improved medical care, 
better sanitation, better foods and other benefits—all of 
which is to the good so long as the working period of these 
lives is lengthened proportionately. As a pension proposi- 
tion, however, the increasing proportion of the old spells 
disaster. 

» Definite proposals in the old age pension line were voted 
upon in the recent election in only three states, in two of 
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which they were defeated. This fact, however, should not be 
allowed to obscure the fact that direct issues were merely 
postponed in half a dozen other commonwealths while, if a 
negative proposition in Colorado is included, the election 
results were fifty-fifty. In California the “Thirty Dollars 
Every Thursday” or “Ham and Eggs for Californians”, 
was directly submitted to the voters and was defeated, al- 
though its sponsor was elected senator. In Oregon voters 
passed upon a proposal to impose a tax of 2 per cent on all 
transactions to raise a fund which would be apportioned 
among qualifying persons of 65 years or over, the maximum 
payment being $100 per month. This proposal was also 
defeated. 


NORTH DAKOTA APPROVED 


ON the other hand in North Dakota the voters approved a 
plan to pay a minimum of $40 a month to all persons over 65. 
It was favored by the opponents of Senator Nye while the 
latter was reelected upon a platform approving the Town- 
send plan. In Oklahoma a plan providing for an old age 
pension of $100 a month was urged upon voters, but neces- 
sary preliminaries to get the issue upon the ballot in No- 
vember were not completed and the plan will not come 
before the voters until the Fall of 1939. 

The Thirty Dollars Every Thursday proposal was offered 
to the legislature in Arizona with a view of getting it on the 
November ballot but was defeated. In Washington an initia- 
tive to the legislature has been filed with the Secretary of 
State proposing the Thirty Dollars Every Thursday plan. 
The Thirty on Thursday proposal is expected to be brought 
before the legislatures of Ohio and Louisiana this Winter. 
Tennessee is considering a more modest plan—only Twenty 
on Thursday. 

The Townsendites displayed strength in half a dozen or 
more states. In Florida practically all candidates elected to 
major offices have been pledged to the Townsend plan. 
There is also a movement to put through the coming legis- 
lature a measure providing for a pension of $50 a month for 
all persons over 65 years of age. Another plan to be put 
before the legislature calls for the Thirty Dollars Every 
Thursday allowance. Both these measures are strongly sup- 
ported. The new Idaho senator was elected on a Townsend 
platform. Townsend supporters swept Maine at the election. 
The result of the election in Massachusetts was favorable 
to the Townsendites and it is expected that a bill providing 
for a pension of $45 a month for all persons over 60 years 
will be passed by the legislature this Winter. Senator Lodge 
has announced that he will introduce a bill in Congress 
raising the minimum of old age pensions to $60 per month. 
In Minnesota successful candidates for state offices and Con- 
gress received the support of Townsendites upon their pledge 
to work for more liberal old age pensions. Townsendites also 
supported the successful candidates in New Hampshire and 
South Dakota upon similar pledges. 

There are many other examples of this pension mania. 
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The author, a frequent writer in BANKING on bank manage- 
ment subjects, discusses here some aspects of factoring. 


EN considering the balance sheets of prospective 
borrowers, bankers usually first look at the ratio of 
current assets to current liabilities. Such current 

assets are usually composed of cash, accounts receivable and 
inventories. Of these three the accounts receivable are the 
most important from the standpoint of credit analysis for 
short-term loans. 

If the cash were sufficient for the borrower’s requirements 
there would be no need to borrow. The inventories, while a 
current asset, must nevertheless be sold and collected for 
before being available to retire obligations. In the ordinary 
course of affairs this means that they must first be converted 
into accounts receivable. The collectibility of such accounts 
is therefore of prime importance when considering the prob- 
able liquidation of short term borrowings. 

Merely to know the total of the book accounts is not 
enough. They may be justly owing to the company but their 
collection at 100 cents on the dollar may be highly problem- 
atical. 

A recent survey by the United States Bureau of Credits 
shows that the expected value of accounts receivable declines 
very rapidly as their age increases. 

According to this survey accounts which are 60 days old 
average a 10 per cent loss and those which are 90 days old 
decline another 5 per cent. Those which have run for six 
months from date of sale are only worth 50 per cent of their 
face value. If they have continued from a year to two years 
they are worth from 30 cents on the dollar to exactly nothing. 
This means that accounts of 12 months’ standing are defi- 
nitely in the bad debts category. 

The importance to bank credit men of knowing accurately 
the age of accounts shown on borrowers’ balance sheets, 
therefore, cannot be overemphasized. Yet more often than 
not the statements in banks show only the total of the 
accounts without any attempt at a breakdown. Even where 
the books of the borrower have been audited by certified 
public accountants, there is too frequently the qualifying 
clause, ‘“‘as shown by the books”, applied to this item. 


GUESSWORK ISN’T FAIR 


IN order to protect themselves some bankers make a prac- 
tice of arbitrarily reducing the accounts receivable item by 
one-half. This, of course, is purely guesswork. Such a method 
might come close to approximating the real value in some 
cases, but it is more likely to be far away from it. 

Moreover such broad-axe methods are unfair both to the 
bank and to the borrowers. Where the accounts are good 
they unnecessarily penalize the borrowers. On the other 
hand, where they are preponderantly of the slow variety 
the bank would most likely face a loss. 

Banks therefore should at least insist upon having an 
accurate aging of the accounts before considering any ap- 
plication for balance sheet loans. 

In this connection, though, there is a variation in the 
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One Way to Make Loans Bankable 


different lines of business that must be borne in mind. It is 
the practice in some trades to extend much longer credit 
terms than in others. 

For example, the accounts of a wholesale jeweler are or- 
dinarily spread over a considerably longer period than are 
the accounts of a wholesale grocer. This would in no way 
affect the solvency of the wholesale jeweler or the collecti- 
bility of his accounts. However, it would affect his ability to 
meet short-term commitments based on those accounts. 

In order to pass on the value of the accounts, therefore, it is 
also necessary to take the custom of the trade into considera- 
tion. Much valuable statistical information on balance sheet 
ratios of the various trades and localities has been gathered 
by different credit agencies, notably the Robert Morris 
Associates. 

These comprise such ratios as receivables to sales, receiv- 
ables to inventories, inventories to sales, etc. The greater the 
ratio of receivables to annual sales the slower the average 
collection of the accounts will be. For instance, if the re- 
ceivables of one concern are 25 per cent, and those of another 
concern in the same line of business are 50 per cent, of their 
respective annual sales, it would mean that the first concern 
is collecting its accounts twice as fast as the second. There- 
fore the probabilities are that the second concern has a lot 
of slow accounts on its books. 


PERCENTAGES PLUS FACTS 


ON the other hand if those same percentages represented 
the ratios of receivables to inventories it might mean that 
the first concern was carrying too large an inventory or that 
there was dead stock on hand. Such percentages, of course, 
cannot be considered alone. They need to be supplemented 
by others. The ratio of inventories to sales would be neces- 
sary in order to determine accurately whether this was the 
case or not, as the lower the ratio of inventories to annual 
sales the more frequent is the annual turnover. 

But even without such information, or in the cases of the 
smaller businesses where such comparative statistical figures 
would not be readily available, bankers can still get a fairly 
accurate picture through insisting upon the accounts being 
“aged”. They should insist on this even where a certified 
public accountant’s statement is submitted, because it is 
upon the liquidation of such accounts that the liquidation 
of the borrower’s indebtedness so largely depends. 

Analyzing the losses sustained by banks over a 15- to 20- 
year period shows that such losses have arisen more from the 
loans than they have from the bonds. Breaking these losses 
down further reveals that the large loan lines secured by 
balance sheets or marketable collateral have been responsible 
for much the greater percentage. Undoubtedly many of the 
losses from balance sheet loans have been due to the fact 
that the banker had but incomplete knowledge of the condi- 
tion of the receivables. 

Even in those cases where the accounts have been aged 
and valued on the experience table shown herein, there is 
always the possibility that the individual business will not 
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By E. S. WOOLLEY 


follow this general trend. Such charts are, after all, built on 
averages and as such are subject to the weaknesses inherent 
in all averages. All they can do is to indicate an approximate 
yardstick. They do not supply an inflexible one. 

One way in which the banker can remove any uncertainty 
regarding the collectibility of the accounts receivable, of at 
least the larger business borrowers, is by such borrowers 
being “factored” by a responsible factor. 

Factoring, while among the oldest of financial services, is 
still littlke known by the majority of business men and 
bankers. Briefly, it is the purchase of the accounts receivable 
of manufacturers and merchants as at their maturities with- 
out recourse to the seller. 

To all intents and purposes this means that the factor is 
assuming all responsibility for the manufacturer’s or mer- 
chant’s credits. Naturally this requires him to have constant 
supervision over the extension of such credits. But it also 
means that the “factored” business is not only relieved of 
all collection expenses, but also that it knows all such ac- 
counts will be paid promptly as and when due and further- 
more that there will be no bad debts to write off, so long as 
the factor remains financially strong. 

Translating this into terms of the lending bank it removes 
any necessity for the banker to discount mentally the 
amount shown on the borrower’s statement for accounts 
receivable. He knows that if he has in his possession the 
dates on which such accounts mature that they will be paid 
on those dates, provided always, of course, that the factor 
is a financially responsible concern. Ascertaining of the 
financial responsibility of any one factor, however, does not 
present any problem to bankers, whereas ascertaining the 
financial status of hundreds, or even thousands, of customers 


of a borrowing concern is an almost insurmountable one. 

The knowledge that the accounts receivable will all be paid 
on due dates enables borrowers to make very definite com- 
mitments as to when and how any prospective loan can be 
liquidated. Too frequently both the banker and the bor- 
rower know that notes drawn “We promise to pay” in 90 
days would be more nearly accurate if they were drawn “‘ We 
promise to renew’. With the factored merchant such mental 
reservations are not necessary. 

This is not only because he knows that the accounts will 
actually be paid when due, but also because the factor will 
lend up to 80 per cent of such accounts at any time. 

Factoring service by responsible factors, therefore, pre- 
sents one way in which bankers can assure themselves of the 
value of the accounts receivable on borrowers’ balance sheets. 

And certainly so far as short term loans are concerned, the 
accounts receivable item is a very much more important one 
than the net worth. The net worth is usually invested to a 
large extent in the fixed, or other assets, which cannot be 
liquidated without liquidating the business. And that is the 
last thing that bankers like to see happen to their borrowing 
customers. 

Not the least of the services rendered by factors is that of 
the supervision of the credits of the factored concern. This 
tends to put the brakes om any desire to increase volume at 
all costs. Many a business has been wrecked by worshiping 
at the shrine of volume. 

Management often fails to realize just how much the 
writing off of a small account is really costing. Too often 
there is a tendency to look at the gross profit in such con- 
nection. But gross profit is not profit. To use a golfing 
analogy, business does not pay on the drives. The ball must 
be in the hole. 

Salaries, rent and all other expenses are just as much costs 
as are the prime costs of the merchandise. It is the net 
profit that counts. If a concern is making a net profit of 5 per 
cent on its sales and writes off $100 in bad debts it means 
that they have charged off the profits on $2,000 of their sales. 
Where, therefore, bad debts can be entirely eliminated there 
is no temptation to try and force volume to offset such losses. 
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FROM A SURVEY BY U.S. BUREAU OF CREDITS 


6 MONTHS 
OLD 
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The author, an investment analyst with a large eastern bank, 
raises a point which is interesting regardless of whether or not 
you agree. 


T was unquestionably one of the best bank investment 
l lists that I had seen in a very long time. Every corporate 
bond in this banker’s portfolio was of high quality. The 
totals showed a substantial appreciation of market values in 
excess of book prices. I asked him how in the world he had 
done it. 
His answer was surprisingly simple. He had one fixed rule 
that he had followed for many years. It applied to every 
corporate security purchased. If, at the time of purchase, the 


An Automatic Bond Tester 


the relative accuracy of market yields and statistical ratings 
as investment guides. The study covers railroad bonds that 
were rated either too high or too low on the basis of their 
market yields on October 4, 1937. It shows how much these 
issues declined from that date to their lows in 1938 and how 
they stood approximately one year later, on September 26, 
1938. 


AN EXAMPLE 


FOR example, on October 4, 1937, Baltimore & Ohio First 
5’s of 1948 were rated AA by all of the three leading rating 
services used for this study, and were selling at 102 to yield 
4.76 to maturity. Western Maryland First 4’s of 1952, on the 
other hand, were rated only A by the three services but were 


corporate issue yielded more than % of 1 per cent higher selling at 99 to yield 4.09 to maturity. According to a com- 


than the return then obtainable from long term U. S. Gov- 
ernment obligations, the entire amount of this excess yield 
was to be credited every six months to a special reserve ac- 
count and not taken into current earnings at all. 


YIELDS AND RISKS 


AS far as this particular banker was concerned, this rule had 
the effect of restricting his purchases of corporate securities 
to issues that yielded only a little more than U. S. Govern- 
ments. He found that this formula relieved him of the recur- 
ring temptation to try to get better than the going rate of 
return on his investments. As a result, his portfolio was in 
excellent condition at a time when most bank bond accounts 
showed heavy depreciation. 

This rule of his represents a very practical application of 
the elementary truth that higher yields almost invariably 
indicate greater risks. It is based upon the logical premise 
that market yields measure with a considerable degree of 
accuracy the relative risks involved in holding various 
corporate securities. Bond prices reflect the intelligent and 
well informed judgments of thousands of experienced invest- 
ment experts. It is but natural that yields should be the best 
available indicators of the comparative merits of different 
securities. 

THE MARKET’S APPRAISALS 


ONE should expect, for example, that market yields would 
measure investment values more accurately than statistical 
ratings. The rating agencies are confronted with a herculean 
task in trying to analyze the comparative status of thousands 
of bond issues. It is obvious that a single rating organization 
cannot hope to muster as much information and intelligence 
as are represented in the entire bond market. It is equally 
apparent that bond ratings cannot be revised every week or 
even every month. The market’s appraisals, on the other 
hand, are revised every day and by men who are backing up 
their opinions with hard cold cash—millions of dollars of it. 
When conditions change rapidly, yields will naturally reflect 
altered prospects long before ratings can be changed. It is 
just at such a time that bankers have the greatest need for 
reliable guidance. 


The figures in the table on page 31 give an indication of 
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parison of market yields, therefore, the Baltimore & Ohio 
issue was rated too high and the Western Marylands were 
rated too low. During the next twelve months, the former 
issue declined to 37 and ended up at 3934. Western Maryland 
4’s did not go below 6814 and had recovered to 77 by the end 
of September 1938. Early in 1938, after prices had declined 
considerably, ratings for Baltimore & Ohio bonds were 
lowered substantially. 

All of the issues classed in the table as “AAA bonds rated 
too high” were selling on October 4, 1937, at yields that 
were higher than for the issues classed as “AA bonds rated 
too low’’. In the case of Service A, for instance, there were 
four issues rated AAA that yielded higher than 3.80 on that 
date and seven issues rated AA that yielded less than 3.80. 
The average decline in prices for the four AAA issues to their 
lows in 1938 was 35.9 per cent as compared with 27.4 per cent 
for the seven AA issues. 


WHAT THE STUDY COVERS 


IT will be seen that by September 26, 1938, the average for 
all four groups of bonds rated too high showed a depreciation 
of 37.9 per cent as compared with 28.4 per cent for the groups 
of bonds rated too low. The 9.5 per cent additional deprecia- 
tion in the over-rated issues is equal to 33.5 per cent of the 
total decline that took place in prices for the under-rated 
bonds. 

This study covers all railroad issues with $10,000,000 or 
more outstanding and with at least ten years to run to ma- 
turity. Securities selling at 110 or higher on October 4, 1937, 
were excluded because they could not easily be compared on 
a yield basis with issues selling nearer par. Bonds held down 
in price by call features were also omitted. In the case of 
serial issues having the same lien positions, the same coupon 
rates and approximately the same maturity dates, only the 
series with the largest amount outstanding was taken. 

Of all the railroad bonds meeting these specifications, 
Service A and Service B each classed 100 issues in the highest 
four rating groups. Service C ranked 106 of them in the high- 
est four groups. Both in the case of Service A and of Service 
B, 46 out of the 100 issues were rated either too high or too 
low on the basis of a comparison of market yields. Only 37 
issues were rated out of line with yields by Service C. It will 
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be noticed that Service C makes a somewhat better showing 
than the other two agencies, presumably because its ratings 
were more Closely in line with market yields. 

Every important railroad in the country with but one 
exception, Norfolk & Western, is represented among the 
issues that were rated either too high or too low. Figures for 
Service A represent 33 different systems; Service B, 35; and 
Service C, 24. A total of 40 companies are represented in the 
average figures for all three services. 

If market yields furnish a more significant measure of 
investment risks than ratings, as this study seems to indicate, 
a banker should obviously pay considerable attention to 
them in supervising his bond portfolio. He will do well to 
tabulate market yields for all his holdings at regular inter- 
vals and to watch carefully any changes in their relative 
status. If the yield for a certain security rises more, or de- 
clines less, than yields on other comparable issues, he has a 


definite danger signal. Reasons for this change should be 
thoroughly investigated at once. Frequently, of course, indi- 
vidual issues may move out of line with the market for a 
short time for merely technical reasons. A sale recommenda- 
tion broadcast to many investors by one of the large invest- 
ment services may cause a temporary price break of several 
points in the case of an inactive issue. Ordinarily, however, a 
persistent relative rise in the yield of a security over a period 
of several months is a good warning that its quality may 
have begun to deteriorate. 

In selecting bonds for purchase, the banker should bear in 
mind at all times that a higher yield almost always means a 
greater risk, statistical ratings notwithstanding. The odds 
are great that neither his own judgment nor the judgment of 
some investment counsel firm will be better than the con- 
sensus of expert judgments represented by market yields. 
On the other hand, this does not mean that he should retain 
a bond in his account simply because the market yield has 
not indicated any weakness. If it is his opinion that the 
security is in danger, let him sell, even though the chances 
are that his opinion is wrong. If he is right only once 
out of every five or six times, the sale will have been 
worth while. The same percentage of errors in selecting 
bonds for purchase, however, would be a very costly 
proposition. 


RATINGS COMPARED WITH MARKET YIELDS AS GUIDES TO PRICE STABILITY OF BONDS 


Rail bonds that were rated either too Number of issues that 
high or too low according to market were rated either too high 
yields on Oct. 4, 1937 or too low by three lead- 

ing services (A, B and C) 


A B Cc 
AAA bonds rated too high 2 4 
AA bonds rated too low 7 3 


Total A 
10 
17 


AA bonds rated too high 
A bonds rated too low 


A bonds rated too high 
BBB bonds rated too low 


BBB bonds rated too high 
BB bonds rated too low 


Average of groups rated too high. ... 

Average of groups rated too low 

Difference in price decline 

This difference taken as % of decline 
of bonds rated too low 
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Percentage decline from prices on 
Oct. 4, 1937 to 1938 low prices 


35.9% 21.8% 26.1% 
27.4 


Percentage decline from prices on 
Oct. 4, 1937 to Sept. 26, 1938 


B Cc Average A B Cc 
27.9% 23.7% 15.8% 
24.6 20.8 20.4 


Average 
15.8% 18.4% 


24.4 14.5 18.5 


21.9 
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The Legal Answer Page 


Wages and Hours 


NTERPRETATIVE Bulletin No. 6, prepared by the Of- 
| fice of the General Counsel, Wage and Hour Division, 
U. S. Department of Labor, which was released Decem- 
ber 7, 1938, relates to the scope and applicability of the 
so-called “Retail and service establishment ”’ exemption pro- 
vided by Section 13(a) (2). According to the opinion ex- 
pressed in that Bulletin banks do not come within this 
exemption. 

However, this interpretation does not have the force of 
law, but, as stated in the Bulletin, it is “merely intended to 
indicate the construction of the law which will guide the 
Administrator in the performance of his administrative 
duties unless he is directed otherwise by the authoritative 
ruling of the courts or unless he shall subsequently decide 
that his prior interpretation is incorrect.” The Administrator 
is given no authority by the statute to extend or restrict the 
scope of the statutory exemption of “service establish- 
ments” or even to impose legally binding interpretations as 
to its meaning. 

Even though banks do not benefit by the exemption af- 
forded “service establishments,” it does not necessarily fol- 
low that the wage and hour provisions are applicable to their 
employees. There is yet to be determined the factual ques- 
tion of whether banks’ employees are engaged in interstate 
commerce or in the production of goods for interstate com- 
merce. It should be noted that the test prescribed here re- 
lates to the nature of the work performed by each employee, 
whereas the criterion used in the exemption of “service es- 
tablishments” is based upon the nature of the business 
conducted by the employer. 

A letter explaining this interpretative bulletin was mailed 
to all members of the Association by the President on 
December 20. 


Facsimile Signatures 


| a previous note in these columns it was mentioned that 
the American Bankers Association had under considera- 
tion a form of resolution to be given by depositors using 
facsimile machines. At the Annual Convention of the Asso- 
ciation held in Houston, Texas, November 1938, a standard 
form of resolution was approved by the Bank Management 
Commission of the Association. The Commission is urging 
clearinghouse associations throughout the United States 
to secure the adoption of this resolution by all their member 
banks. Its use by all banks is necessary to prevent the shift- 
ing of accounts from one bank to another. The text of the 
resolution is set out below: 


RESOLUTION FOR FACSIMILE SIGNATURES 


, Secretary of 
a corporation organized and existing under the laws of the State of 
, do hereby certify that, at a meeting of the 
Board of Directors of said corporation duly held on the day 
, 19..., at which a quorum was present and acting 
throughout, the following resolution was adopted and is now in full force 
and effect: 
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RESOLVED: 


of this corporation be and it is hereby requested, authorized and 

directed to honor checks, drafts or other orders for the payment 

of money drawn in this corporation’s name, including those pay- 

able to the individual order of any person or persons whose name 

or names appear thereon as signer or signers thereof, when bear- 

ing or purporting to bear the facsimile signature(s) of any 
of the following: 


and to charge this corporation for such checks, drafts or other 
orders, regardless of by whom or by what means the actual or 
purported facsimile signature or signatures thereon may have 
been affixed thereto, if such signature or signatures resemble the 
facsimile specimens duly certified to or filed with the 

Bank by the Secretary or other officer of this 
corporation. 


IN WITNESS WHEREDOF, I have hereunto set my hand and the seal 
of said corporation this 


Secretary 
(CORPORATE SEAL) 


Interlocking Bank Directorates 


yi will be remembered that the prohibition against certain 
existing interlocking bank directorates was to become 
effective on February 1, 1939. 

The Board of Governors of the Federal Reserve System 
was authorized to permit by regulation such relationships in- 
volving not more than two banks. In the exercise of this dis- 
cretion, the Board of Governors amended the regulation re- 
lating to interlocking bank directorates under the Clayton 
Act, to extend the effective date of the prohibition to August 
1, 1939. Thus, any director, officer or employee of a member 
bank of the Federal Reserve System who, on August 23, 
1935, was lawfully serving as a private banker or as a direc- 
tor, officer or employee of any other bank, banking associa- 
tion, savings bank, or trust company and whose services in 
such capacities have been continuous since such date, may 
continue, until August 1, 1939, to serve such member bank 
and not more than one other such bank, banking association, 
savings bank, trust company or private banker. 

The Board in a press release explained its action: 


“The Board believes that the principles of section 8 of the Clayton 
Act, which relate to interlocking bank directorates, are in the public 
interest and should be applied to all classes of banks. The law is now 
discriminatory in that it applies only to cases involving member banks 
of the Federal Reserve System or private banks. The Board does not 
believe that there should be discrimination in any respect among 
classes of banks subject to Federal authority. 

“In view of the fact that less than a month will elapse between the 
convening of the new Congress and February 1, 1939, on which date 
certain existing relationships would terminate, the Board has exer- 
cised its discretion under the law, as to such relationships involving 
not more than two banks, to extend this time to August 1, 1939. This 
action was taken for the purpose of calling the matter to the attention 
of Congress when it convenes, with a recommendation that the exist- 
ing discrimination between member banks and non-member banking 
institutions be removed so that the provisions of the law will apply 
alike to all banks under Federal authority.” 
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That Bank asa designated depositary 
a and the .................... Bank shall be entitled to honor 


The Trend of Trends in 1939 


INCE History never makes New 
Year’s resolutions, the safest kind of 
forecast just now is that certain Big News 
of the past year will continue to be Big 
News. Economic problems and dictator- 
ships have a habit of running on and on. 
The next few pages suggest some items of 
current history that will bear watching 
this year, together with some questions 
they raise. 


Will Congress regain its initiative and, conse- 
quently, its prestige? Whether Congress will 
continue to make lump sum appropriations 
for relief will give part of the answer. Matters 
relating to taxation, reorganization and other 
questions may be treated in a different at- 
mosphere by the new Congress. Right, Presi- 
dent Roosevelt and Speaker Bankhead at 
Warm Springs, Georgia, this Winter 
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HARRIS & EWING 


WIDE woRLD 


What will be the net results of the monopoly 
investigation? Left, a press conference of 
Senator O’Mahoney, Chairman of the Tem- 
porary National Economic Committee, be- 
fore which experts are now giving testimony 


Will the Western Hemisphere set an example in 
international codperation? European propa 
ganda agencies are active in many countries 


to the south. Suspicions of “Yankee imperi- 

alism” have by no means disappeared, but 

the work of Secretary of State Hull (below, 
in his office) has improved the situation 


SOIBEL MAN 
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Sin, 
I have the honor to transmit, herewith, a _re- 


port and estimates of the ions which 
to be for the service of the 


year 1804; alsoa statement of the receipts and) 


‘expenditures at the treasury of the United States, 
for one year, preceeding the first day of Octo- 
ber, 1803. 

I have the honor to be, 


Very respectfully, Sir, 
Your Sedat 
ALBERT GALLATIN. 


The honorable speaker of the 
house of representative. 


REPORT. 


to the house of representatives of the United 

States. 

That for the service of the year 1804, the fol- 
lowing apropriations, a+ detailed in the esii- 
mates herewuhin transmitted, appear to be ne- 


cessary. 
Dolls. Cts 
For the Civil List, or the sapport 
of government, including the con- 
tingent expences of the several de- 
} partments and offices, the sumof 561,308 63 
For Miscellancous expences, vit. 
For the pay mint of grants : 
annui 1,500 
For miliary i 93,000 
For the supsmt of the 
mint ests 
For the su light- 
houses, $ 
and other establi 
ments for the security 
of na. igatio, 
For defraying ge expen- 
ces of surwying the 


9,400 


50,451 33 


The secretary of the treasury respectfully reporis 


public lands auth of the 

siate of Tengessee, 
For satisfying @scellane- 

ous claims, 4,000 
For furniture 

ident’s 

the unex 

ance of for 

tats 145 17 


———-183,496 30 

For the cxpencard intercourse with forciga na- 
tions, tit. 

For the dipbmgic de- 


partment, 56,550 
For the 


to the inter with 


10,000, 


863,351 99 
For the natal esiablishinent, vit. 


2,421,056 27 


Where will 1939’s wars occur? Above, in civilian 

clothes, King Carol of Roumania and President 

Lebrun of France, two statesmen whose neighbors 
are not all satisfied with the status quo 


Will there be a trend toward budget balancing? Left, a 
clipping from The Hive showing Secretary of the 
Treasury Gallatin’s budget estimate for 1804, when 
Federal expenditures were about 40 cents per 
capita. At present the national debt is approaching 


$40,000,000,000 


Will business indices, including those of employment, 
move upward? Col. Leonard Ayres has stated his 
belief that in 1939 “national income seems likely to 
make a new high record for the recovery period and 
to be a little above the level of 1937.” Right, a car- 
toon entitled “How to Torture Your Husband” 


Will there be a rapprochement between the CIO and 

the AFL? Below, William Green and John L. Lewis 

before the CIO’s birth, which resulted from their 
differing labor organization philosophies 
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What will be the trend in the relationship be- 
tween Government and business? The SEC, 
TVA, Department of Agriculture, innumer- 
able Congressional inquiries and “tempo- 
rary” bureaus have made the nation’s Capi- 
tal the world’s greatest economic forum. 
Right, Wilson Dam, example of a type of 
Government activity 
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Will public and private housing projects con- 

tinue on a scale that will keep this industry in 

the lead of the recovery movement? At the end 

of 1938, building figures were rising rapidly. 

Prospects indicated a busy year ahead. 

Above, the Williamsburgh project in New 
York City 


What tax measures will be put before the new 
Congress? At the left are, left to right, Under 
Secretary of the Treasury Hanes, Secretary 
of the Treasury Morgenthau and Acting 
Director of the Budget Bell. Some authori- 
ties believe that the next session of Congress 
will be notable for its legislative revisions, 
including some remodelling of business taxes 
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Will the U. S. armament program be materially speeded up? Will defense or 
employment considerations be given priority? Above, streamlined, trackside 
review of coast defense guns 


INTERNATION 


Will Japan continue her drive in China, Franco his in Spain and the Arabs 
their shooting business in Palestine? Above, two Japanese officers taking tea 


What are the prospects for broader Anglo-American cooperation? King George 

and Queen Elizabeth will visit Washington this year, according to present 

plans. Anthony Eden (left, holding paper), former Foreign Minister, was 

here in December and spoke before the National Association of Manufac- 
turers and saw various officials in Washington 


What will the situation of the railroads be in another year? Although wages are 
still above the level the roads believe fair, slightly higher freight rates and 
other factors put 1938 ahead of the previous year from an earnings standpoint 
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Vill ‘here be some recovery in our foreign trade 
Yyres? What results will the Anglo-American 
Ne Treaty show? Export figures for 1938 

4 somewhat below those for the previous 

, and import figures were considerably 
‘er. Increased grain exports are ex- 
ted under the pact with Britain, the 
jning of which is shown at the right. Left to 
gght, seated, A. E. Overton, British Board of 
Trade, British Ambassador Lindsay, Presi- 
dent Roosevelt, Canadian Prime Minister 
Mackenzie King, Secretary of State Hull; 
standing, Assistant Secretary of State Fran- 
cis B. Sayre, Canadian Minister Herbert 
Marler, Dr. O. D. Skelton, Under Secretary 

of External Affairs of Canada 


What will be the next great development in avia- 
tion? Below, the world’s largest dirigible pre- 
paring for its first test flight at Akron 
HARRIS & EWING 
Will television become available to the average home this year? Below, a 
broadcasting truck on Fifth Avenue, New York 


INTERNATIONAL 

What shifts in European cabinets will take place this year? Below, one 

of the historic events of 1938, when (left to right) Prime Minister 
Chamberlain, Premier Daladier, Chancellor Hitler and Premier x 
Mussolini met in Munich CUSHING 


INTERNATIONAL 
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Evolution of the S.E.C. 


N page 19 of this issue is a discussion 

by Elliott V. Bell of ‘‘Wall Street’s 

Life with SEC.” The pictures on this and 

the following pages are intended to give a 

brief summary of the evolution of the 
Commission. 

From time to time Congress has “‘in- 
vestigated’’ stock market practices. One 
of the last of these inquiries, before the 
era of Federal regulation, was that of 
1932. The subcommittee of the Senate 
Banking and Currency Committee con- 
sisted of Senators Steiwar, Walcott and 
Bulkley, who are shown, in that order, in 
the picture at the right. Then followed 
the period of supervision, still in its early 
stages. 


KEYSTONE 


INTERNATIONAL 


Left, the President signs the Securities Act 
of 1933, which was administered by the Fed- 
eral Trade Commission. A little more than a 
year later the Securities Exchange Act of 
1934 became law. It was the latter that 
created the Securities and Exchange Com- 
mission. The setting up of an administrative 
commission and the provisions of the law 
itself showed that its framers now meant 
business. The Commission administers both 
of the laws referred to, and, in addition, the 
Public Utility Holding Company Act of 1935 


Below, first picture of the first Securities and 
Exchange Commission, July 2, 1934. Left to 
right: seated, Ferdinand Pecora, Joseph P. 
Kennedy, James M. Landis; standing, 
George C. Mathews, Robert E. Healy 
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KEYSTONE 


The neighborhood which is the nation’s financial focal point and the SEC’s particular interest. 
Along the street, running down the left of the picture, is the front of the New York Stock Ex- 
change. Ahead is the U. S. Sub-Treasury, landmark of the corner of Broad and Wall Streets 


The activities of the SEC, as imposed 
by the three Congressional Acts which it 
administers, are extremely broad. For ex- 
ample, below, left, the Commissioners visit 
the New York Curb Exchange, president 
of which, E. Burd Grubb, is shown at 
the left of the group. 

Below, right, Commissioner Douglas 
(extreme right), in 1935, discusses defaulted 
EI Salvador bonds with a group. 

lhe Commission’s first year consisted to 
a large extent, naturally, of organizational 
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work—advice on many questions raised 
by the securities laws, registration of ex- 
changes, exemption of certain exchanges 
as not being national, formulation of rules 
for the regulation of trading, pegging, fix- 
ing and stabilizing operations, detection of 
“excessive trading and manipulative and 
deceptive practices,’ collaboration with 
the Federal Reserve Board on certain 
matters, study of unlisted trading and 
over-the-counter markets, and, of course, 
the registration of securities on exchanges, 


WIDE WORLD 


together with many other functions. 

During the Commission’s second year 
it began administration of the Public 
Utility Holding Company Act, approved 
August 26, 1935. One of the first tasks here, 
too, was that of setting up the necessary 
administrative machinery and formulat- 
ing rules of procedure. 

The growing process has characterized 
the SEC’s career up to now. A new period 
in its work is probably beginning, accord- 
ing to Mr. Bell. 
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Second Chairman of the Commission was 

James M. Landis, shown at the left vith 

reporters at his last press conference before 

leaving the Commission to become Dea of 
the Harvard Law School 


WIDE WORLD 


The third and present Chairman is William 

O. Douglas, shown at the right talking with 

Representative Doughton (left) and Senator 
Pat Harrison (right) 


Below, Chairman Douglas with John Hanes 

(left) and Jerome Frank (right) both ap- 

pointed to the Commission early in 1938. 

Mr. Hanes has since become Under Secretary 
of the Treasury 


HARRIS & EWING 
Below, former Representative Eicher, newest 
appointee to the Commission 
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How to 
Sell and 
Be Sold 


HE banker interviewing salesmen and 

the salesman calling on bankers will 
undoubtedly agree that there is a tre- 
mendous amount of time unnecessarily 
wasted in such contacts. 

The fault cannot always be placed at 
the door of either one or the other. There 
are salesmen who will take a banker’s 
valuable time talking and gossiping about 
anything under the sun but business in a 
presumable endeavor to become friendly. 
On the other hand there are bankers who, 
not busy at the moment, will encourage 
a salesman to tell his story in detail when 
they have no intention whatever of buy- 
ing or have no authority to buy. 

Again, too many salesmen, though fully 
conversant with every feature of their 
product or service, make little or no ad- 
vance effort to be sure they reach the 
right individual before telling their story. 

An experienced salesman is aware that 
sound knowledge of what he has to offer 
must be coupled with definite information 
as to where it should be offered before a 
sale is possible. Successful selling—and 
advertising, which is a part of selling—is 
50 per cent knowing what to say and 50 
per cent knowing where to say it. 

There are bankers, and other business 
men for that matter, who look upon sales- 
men as being somewhat of a nuisance to 
be gotten rid of as quickly as possible. 
Without any regard for a salesman’s time 
they will sidestep him by suggesting that 
he call again or they will allow him to sit 
“cooling his heels” indefinitely, hoping 
that he will tire of waiting and leave of his 
own accord. Next to an actual or definite- 
ly prospective order, an experienced 
salesman would rather have a definite 
“no’’ than an encouraging put off simply 
as a means of dismissal. 

A well grounded salesman undoubt- 
edly is a source of profit to bankers in not 
only furnishing them with an opportunity 
to shop in a much wider market but in 
bringing to their attention constructive 
ideas for the more efficient or more eco- 
nomical handling of business and success- 
ful plans for developing business. 

However, in his own defense the banker 
must be able to separate the sheep from 
the goats, to segregate the smart salesman 
with a carefully prepared and pre- 
arranged presentation from the “‘nuis- 
ance”’ salesman who just “happens in” 
with nothing much on his mind. 


January 1939 


More intelligent tactics on the part of both sellers and sellees have done much 

to alleviate the situation depicted in the Puck cartoon, above, of the 1880's, the 

title of which was “* The ‘Anti-Fiend’ Office Furniture—Recommended to Both- 
ered Business Men” 


Too many salesmen work on the time- 
worn theory regarding the law of averages 
—the more calls one makes, the more one 
sells. As a result they energetically jump 
from bank to bank and from town to town 
with little to show in the way of results ex- 
cept a stack of reports and a bumper ex- 
pense account. They do not seem to real- 
ize that the only purpose of their feet is 
to carry their heads and they irritate the 
banker by calling too frequently and with 
no pre-arranged plan or definite purpose. 

A salesman should endeavor to solve 
what is probably the biggest problem 
confronting salesmen calling on bankers— 
who is the right individual to see and how 
can he be reached. Obviously, there can be 


no infallible method of solving this prob- 
lem but there are a number of ways in 
which a smart salesman can make the 
effort. Conversation with the local hotel 
manager or with a leading storekeeper 
when steered in the right direction will 
often reveal who is who at all local banks. 
A friendly conversation with one of the 
bank’s tellers during a quiet spell and 
with an indirect approach is another 
sound method of not only finding the right 
individual but of learning other informa- 
tion which may prove invaluable. Still 
another way is to ask a friendly officer at a 
competitor bank at the end of an inter- 
view. 
A. PATTERSON FIRTH 
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Broadening Bank Services 


HERE is no better indication of the increasing breadth of bank 
service than bank advertising. The advertisement at the c(t, 
appearing in 1909, was more or less typical of 30 years ago, while the 


HE FIFTH AVE- | tc jose 
NUE BRANCH stated that we must “recognize that there has been a real change in 
f Th F r ° credit on neg and we should make up our minds to meet these 
(6) e armers requirements and adjust our banking to fit them. . . .” 
Loan and Trust Com- 
pany, 475 FIF TI 
AVENUE, near 41st 


The spread of per- Suggestion To You 


Street. sonal loan depart- 


5 ations which you are well able to meet 
ments has been rapid bat 


q Interest allowed on 


If you are responmbie person 
ready income, Personal Loan might 


Deposit Accounts. 
@ Acts as custodian of SSse6sc 
personal property and one institution's cat 
manager of real prop 

erty. 
@ Travelers’ Letters of 
Credit. Foreign Money 
and Express Cheques. (PURCHASE 
Vault Boxes for 
tomers use. 


A New Cleveland Trust Lending Service 


available at low cost through 50 Cleveland Trust Banks 
The Christmas Club idea has many counterparts—saving in Cleveland and nearby...making this bank's facilities 
for visits to World’s Fairs, saving for vacations, etc. mone complete and helpful than ever 


THE LOAN PLAN makes money cvailable quickly to respon- THE PURCHASE PLAN protects the creditworthy installment 

buyer against unnecessary finance charges. and assures 

| him of fair and courteous treatment and easy monthly terms 

2) on purchases of automobiles. household appliances, etc. 
Both plans are available to non-customers as well as customers of the Cleveland Trust Company, 
and on both, payments can be made at any of the 50 convenient Cleveland Trust Banks listed below 


| 
HOW TO OBTAIN MONEY ON THE LOAN PLAN | HOW TO BUY ON THE PURCHASE PLAN 
9 CO-SIGNER LOANS. Obtain cash without AND USED CARS. Now is :he time to buy 
3 ZY) security on your own note, signed by only one other 6 —\<P The new and finer 1929 models ase here. Used car 
= < responsible person. Available to creditworthy men values are exceptional. Buy any cat you preter, trom 
hundred foresighted individuals have women. Parable up to 1S months ny you Then ask his iat ow 
ave plenty of money on hand f 
A ‘or next aac —SsFh', Your money stays in Cleveland This plan provides easy monthly payments at 
year’s trip and have started Thrift Club accounts here. 


These Thrift accounts require fifty payments of 50c present loan and reduce payments. No co-signers 4 - ve of making you payments at any of the 30 Cleveland Trust neighborhood banks. 


or $1.00 or more, and at the end of fifty weeks—BUT HOME APPLIANCES. Lighten housework~make your 
NOT BEFORE—a check will be ready for the total EXECUTIVE LOANS. Getcash without securityor | home more cheertul. Buy the modern mechanical conves al | 


— | ou need—tetngeraiot washing and ironing machines) 
payments, vou ovn some cn end: | bone appliances bom any doce or pub wy 
owners are saving for a special time and postions. Payable up to 18 mouths | You cm Trt Bet 
special purpose by putting their money where they WS 
can not get it until the time for that purpose comes, COs ee hoe ir vj NOTE TO ALL DEALERS: 


1939 Vacation 


With this year’s vacation period more than half 


‘cost through Cleveland's own local bank purchase pian. 


our ks and boads in this A 
and when it does come, as it is sure to do, the money wel 
is on hand. The amount depends on the depositors CE | 


and their determination to save. 


Banking service and financing service now available trom one source Automo- 
bile and equipment dealers are invited to secure the beaefits of the Cleveland 
‘Trust Purchase Pian, which includes every beiptul and essential accommodation. 


FHA PROPERTY IMPROVEMENT LOANS. a 
Accounts started late in August will be ready for Funds for interior ot exteriot alterations, heahng, painting <x 


Labor Day, 1939. residential, | Applications for LOANS will be received at all offices dur- 
= wusiness, and commercial property. No co-signers ot ah 


Che Cleveland Crust Company 


Every Banking Service + Including Commercial and Warehouse Receipt Loans 


auphin Deposit Trust Company 


MEMBER FEDERAL RESERVE SYSTEM 


? 
“OVER-A CENTURY OF +SAFETY-AND-SERVICE* 
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rt 
TREE FOLDER. Gives complete 
== of tbe vow Trust 
and Purchase Plans Get you 
= copy any Cleveland Trust Bank 
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BRING YOUR DREAM 
HOME” TO LITE WITH AN 


FHA ican 


Everyone knows the kind of home they would 
UE to build. Today the liberal provisions of Tite 0 
‘of the Federal Housing Act are maiung it possible 
for these “dream homes” to assume reality. 

We suggest that you investigate the possibibhes 
of FHA finanang. Perhaps you are just the person 
for whom these liberal provimons were dessgned. 

Your first step to consult your architect and 
builder. Then, visit the First Natonal where any of 


A PERSONAL LOAN did the “face-lifting” 
job for this bathroom. The sleek, modern 
appearance of the modernized room 
brings a thrill of pride to its owners and 
adds greatly to the value of the house. 


We are glad to lend money for such sen- 
sible purposes. And we believe that our 
low rates, coupled with our convenient 
plan of repaying out of income, provide 
as sound and practical a solution to your 
borrowing problems as you will find any- 
where. 


WELLE GLADLY SUPPLY FULL DETAILS 


An advertisement issued by the 


“Now I Always Know 
WHERE MY MONEY GOES” 


You, too, can keep an accurate account of 
all your expenditures simply by opening a 


SPECIAL CHECKING ACCOUNT 


The requirements are surprisingly easy to 
meet. All you need is a few dollars to make 
the initial deposit. No minimum balance 
is required. And the entire cost to you 
is $1 for each book of 15 checks you use 
There is no charge for deposits. Statements 
are mailed quarterly with your cancelled 
checks which serve as legal receipts. 
Your Accouat | Will be Welcomed at Any of Our Offices 


DEPOSIT & TRUST COMPANY 
Broadway & Market Street 
Broadway & Walnut Street 2614 Federal Street 
CAMDEN 
HADDONFIELD CAPE MAY GLOUCESTER 


Member Federal Reserve System and Federal Deposit Insurance Corp. 


Bankers Association. 

Act now! Your dream home may become a 

feabty within a few short weeks 


SPACE BANK'S ME 
No-minimum balance checking account sys- 


tems of various types have made bank 
service available to many new customers 


SAN DIEGO'S PIONEER BANK 
The First National 22 Bank 


and Univers ad 


The National Housing Act gave banks 
another opportunity for lending service in 


connection with new construction 
Below and top center are advertisements dealing with one of the 


most widely used bank services—modernization 


LOANS 


Consumer purchase fi- 
nancing has taken many 
forms. Automobiles, 
household equipment, 
and many other com- 
modities can be purchased 

on bank credit 
Your 


“If our banks expect to 
survive, as now organ- 
ized and operated,” 
states W. C. Hubbell, 
president, Harvard State 
Bank, Harvard, Illinois, 
““they must again take 
their place as the major 
source of funds for local 
loans . . . we need to 


@ Finance your automobile the modern way . 

through Central Bank! No brokerage, reasonable 
rates and a friendly, personal service. Available 
direct or through your dealer. Come in & get the 
facts about our plan before you buy your next car. 


IMPORTANT! 
Financing your automobile through us will belp you 
establish a valuable banking connection» 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Broadway at 14th Street 


Telegraph Ave. & 49th Street Fruitvale Ave. & East 14th Street 


ALVARADO IRVINGTON MARYSVILLE 
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get back to the funda- 
mental principle of loan- 
ing our money where we 
can see what it is doing, 
with only reasonable 
amounts of non-local 
securities as a secondary 
reserve.” 


F course your home doesn’t look like this! 
But we do want to call your attention to 
the fact that you can pay for modernization 
and repair work with an FHA loan. Under the 
terms of the National Housing Act you can 
borrow for almost any kind of permanent im- 


provement. 

Call at the Personal Loan office, 606 Marine 
Trust Building, Main and Seneca Streets, or 
ask the manager of the Marine office near you 


about an FHA loan. One loan can be made to 
pay for several small repair jobs. Repayment 
is in convenient monthly installments up to 
three years. 

PERSONAL LOANS 
Under the Midland Time Loan Plan you can 
borrow at low rates for a wide variety of per- 


sonal needs at any one of the Marine's 34 
conveniently located neighborhood offices. 


MARINE TRUST COMPANY 
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“Song and Story” 


NEW series of radio programs has been prepared for mem- 
ber banks of the American Bankers Association. Consisting 
of 13 electrically transcribed recordings, this series, entitled 
Song and Story, grew out of the Association’s experience in radio 
advertising for banks plus the National Broadcasting Company’s i 
skill as a producer of radio programs. Information regarding the tesen “4 
programs may be had from the Advertising Department, Ameri- 
can Bankers Association, 22 East 40th St., New York. 
At the right is reproduced the cover of a descriptive booklet 


which tells something of the artists who have contributed to the Se ) N G 
series, together with other information. Below is one of the a C A 
blotters designed for banks using the program series, and some (ND 

of the specially designed advertisements are reproduced herealso. 


STORY 


A SPARKLING NEW RADIO SHOW 


Z LISTEN IN Z 


“SONG ano STORY” | 


featuring 
NATHANIEL SHILKRET 


1S RECORDING 

and 
AMERICA’S LOVABLE FAMILY 
OF THE AIR, “THE WHITES” 


* eal * 
NATHANIEL SHILKRET 
AND HIS 
FAMOUS RECORDING 
ORCHESTRA 


LISTEN INON = Left, actual size of a cut 
that can be used in many 
ways by banks participat- 
ing in the broadcasts 


Mats of these advertisements are supplied to 


banks purchasing the recordings. The one ON THE AIR TONIGHT M U % | | Cc 


below is considerably reduced, those at the 
right are actual size. Others are also supplied we S O N G A N D ware mga 
an s Orchestra 


for use in a definitely planned schedule of | 
DRAMA 


Featuring Nathaniel Shilkret and 
his famous Recording Orchestra 


advertising designed to call attention to the STO RY’ ‘ 
THE WHITE FAMILY 


broadcasts from time to time 
(Mr. and Mrs., Bob and Sue) 


BE SURE 
TO HEAR 
AT STATION TO-NIGHT AT ‘STATION 
“0:00 xxxx 0:00 XXXxX 
Presented by Presented by 
(Your imprint goes here) (Your imprint goes here) 


A SPARKLING NEW RADIO 
SHOW FEATURING... 


NATHANIEL SHILKRET 


AND HIS WORLD-FAMOUS RECORDING ORCHESTRA 


ann THE WHITES" in. one mrs, 0b and sue) 
AMERICA’S LOVABLE FAMILY OF THE AIR 

Recsented for your enjoyment by 
Sa’ 


THEY'RE GOING TO 


visit You ronicHT 

The Whites will be on the air F 
with Nathaniel Shilkret and his XXXX prota 
0:00 


famous Recording Orchestra. 
ATQ:00 XXXX TONIGHT youlike anda 
White Family Dramatization 


Presented by 
Presented by 
(Your imprint goes here) 


ti (Your Imprint Goes Here) 


The music of Mr. Shilkret ond his orchestra 
background a human and interesting story 
of that typical American family, The Whites. 


STATION XXXX 


TONIGHT AT 0:00 


(Your imprint goes here) 
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For 1939 RECORDAK PRESENTS 


id 


OUR different Recordak models, each 

geared to specialized operating re- 
quirements, each rental low enough to 
assure reduced departmental expenses, 
are now available to banks planning safer, 
surer, and more economical operating 
methods for 1939. 

More than 2000 Recordak installations 
in well-managed banks—from the largest 
to the smallest—have proved, for more 
than 10 years, that photographic 
methods are the answer to today’s 
demand for greater efficiency, safety 
and speed in bookkeeping and transit 
work. No record can be as complete 
as a photograph, no record can be 
as accurate, no record as inexpensive. 

Recordak Systems are custom-built 
to the conditions and requirements 
of individual banks— installed and 
maintained by the Recordak bank- 
trained staff. All four Recordak 
models are rented, not sold. The 
rental includes all installation and 


RECORDAK 


maintenance costs. It brings you a com- 
plete new system of operation that has 
effected new standards of efficiency and 
economy for the ever-growing list of 
Recordak-equipped banks throughout 
the country. 

For particulars—or for a representative 
to call— write Recordak Corporation 
(Subsidiary of Eastman Kodak Company), 
350 Madison Avenue, New York City. 


The Recordak 
Junior— 


at $12.50 per month— 
meets the needs of 
smaller banking insti- 
tutions and the light 
departmental work of 
larger banks. It pro- 
vides lightning - quick 
recording operations in 
tellers’ cages—fills all 
requirements, banking 
and commercial, for 
complete, accurate rec- 
ords at minimum cost. 


Photographic Accounting Systems 
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CUSTOMER 


By PHILIP A. BENSON 


President, American Bankers 
Association 


ON’T think for a minute that the 
radio has a monopoly on the 
question and answer game. It’s 

being played every day in your office 
and mine, in your home and mine, in 
schoolrooms, banks, stores, clubs, fac- 
tories, railroad cars, hotel lobbies, farm- 
houses—wherever people meet people. 
Its universality is equalled only by its 
venerability, for this business of giving 
and getting information by word of 
mouth is as old as the curiosity of man. 

The questions and answers that 
masses of people ask will vary, of course, 
with the times, and reflect current inter- 
ests. Thus 170 years ago the American 
colonists were asking each other how 
far Britain was prepared to go in levy- 
ing taxes; and a few generations later a 
dividing nation was expressing its per- 
plexities over the slavery issue. 

Today, we well know, people’s atten- 
tion is still sharply focused on economic 
matters. Just as in New Era times, 
everybody wanted to know how high 
“Steel” was going, how far a credit 
dollar could be stretched, and why 
anyone should be conservative or cau- 
tious, so today men and women have a 
lively interest in the current economic 
environment, particularly in questions 
that have their backgrounds in money 
and banking. The answers to questions 
about such subjects as inflation, interest 
rates, the willingness of banks to lend, 
service charges, our system of demo- 
cratic capitalism, are sought, naturally 
enough, from the people who should best 
be able to answer them—the bankers. 
And “bankers” means all bank em- 
ployees. 

The banker, whether he is at his job, 
his bridge club, or his friend’s dinner 
table, is being asked these very real 
questions by people who assume that 


The series of booklets illustrated here 
was prepared by the Public Education 
Commission and published by the Pub- 
lic Relations Council of the American 
Bankers Association. Further informa- 
tion about the series may be obtained 
from the Public Education Commission, 
American Bankers Association, 22 East 

40th Street, New York City 


A New Approach 


he, a professional man, knows the 
answers. 

Does he? Well, if he does not the 
chances are he’ll have a try at it any- 
way, and guess. Unfortunately, misin- 
formation is often worse than no in- 
formation. 

Recognizing that each employee is 
“the bank” to his family and friends, 
and is therefore essentially a public 
relations man, banks everywhere are 
emphasizing the importance of a staff 
that can meet the public not only 
courteously but intelligently, providing 
accurate answers to inevitable questions 
about banking and economics, and 
contributing constructively to a con- 
versation whenever it turns—as it usu- 
ally does—to economic channels. 

The American Bankers Association, 
through its constructive customer rela- 
tions work with which we are all so 
familiar, has done much in this direc- 
tion, and is now ready to do even more. 
Its Public Education Commission has 
prepared, and the Public Relations 
Council has published, a series of six 
booklets on customer relations, designed 
for the use of bank officers and staff in 
equipping themselves with facts. 

These new pamphlets are intended 
for particularly employee customer rela- 
tions conferences, and they are up-to- 
the-minute material for enabling bank 
personnel throughout the country “ 
discuss and interpret, fairly and con- 


41,000 mon 
gaged in its educational work today. 
~ have had high school or college training m 
tute work. Yio of 
when employees who engage in it have the active 
encouragement of the officers of the banks. 


‘Probably no group of people in any business 


_. connected. They know that banking is an int 
_ and that it requires time and patience to learn, b 
for the most part, animated by the belief that | 
will be worthy of further consideration and pro 
hands of the boards of directors. Perhaps more # 
other activity in America, banking has been chart 

dence of advancement by men and women who 
and studied for a high degree of mastery of the b 
of usefulness to the public. , 


Employees should be informed on bank p 
+ In spite of the ambition which impels bank empl 
self-development and study, 


a-4 
“CUSTOMER RELATIONS 
2 
— 
RELATIONS 
About forty years ago the bank employees of the: 
ees established for their own educational advancement the = 
ae ee ican Institute of Banking. More than 25,000 men and wuss te 
| 
Bank employees are loyal 
— 
in America has higher standards of loyalty than 
| pa ployees have toward the chartered banks with which d 
il 
| 
we 
om 
46 
board of directors and the executive officers. They Ma 
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to Public Relations 


uctively, current questions about 
money and banking”, to borrow a 
hrase from the introductory booklet. 
They are primarily intended as sources 
of facts not so much for people who 
make speeches about banking as for 
people who converse about it. 
; [Introducing the series is another pam- 
phlet entitled Talk. It offers some sug- 
. gestions on how to organize customer 
. relations work in banks and how to use 
f the six booklets as material for group 
discussion. 
r I should like in the next few para- 
: graphs to review briefly the contents of 
| these educational publications so as to 
give BANKING’s readers—particularly 
. those in the profession—a bird’s eye 
look at the Association’s new approach 
to customer relations. The texts are 
a readable, simple and direct; they are 


9 not abstruse. Broadly speaking, they 
. simply tell the story of the system 
.. under which we have lived and worked 


and achieved. 


s The first booklet is The American 
x System of Free Enter prise. It defines the 
d system, sketches its foundation and 
n the reasons for its origin, traces the 


evolution of business in this country, 
outlines the elements of the system, and 
states its achievements. While not at- 


* tempting to deny that mistakes have 
k been made, the text calls attention to 
10 the regulatory protection the public has 
n- in such agencies as the Interstate Com- 


) new strains and pressures, to swift evolution | fs 


ency some recognition of the vital importance _ 
's relations with the public. To many of them it — 
as it did to Jones that night at the bridge table, 
they should know a great deal more about the real facts = 

id the many topics concerning money which are on every 


“ 


now available 
, however, it has not occurred to them, or to 
of the banks, that diseussion of such problems 


merce Commission and many of the 
more recent commissions. 

Booklet 2 we have named Free Enter- 
prise and Democracy. Here we find a 
discussion of planned economy and its 
three major established forms: Com- 
munism, Fascism and Nazism. Each 
system is considered in some detail, and 
contrasted and compared with the 
American way of doing things. 

The third booklet, How Banks Serve 
Their Communities, points out that = 
banking is the antithesis of monopoly, 
that the system almost entirely com- 
prises “independent banking institu- 
tions owned by local citizens”. It pro- 
vides material for answering invalid 
criticisms of banks for not lending, 
pointing out that banks “are exerting 
every effort to make good commercial 
loans.” 

Managed Money, booklet No. 4, ex- 
plains the managed money plans of 
Keynes and Irving Fisher. Discussing 
money management by governments, 
the pamphlet describes briefly the mech- 
anism of the Federal Reserve System, 
itself a managed money concept. Then 
it goes into “‘ depression money measures 
in the United States”, reviewing the 
various steps taken to increase prices. 

Number 5 is [nflation and Deflation. 
It explains what inflation is and how it 
arises, discusses major and minor infla- 
tion, takes up government borrowing as 
a substitute for taxation, shows how 
inflation affects various groups of peo- 
ple, analyzes currency devaluation in 

the United States and the effect of 
deflation, and provides a ‘generally 
broad background from which to answer 
“everyday questions about money.” 
The final publication asks in its 
title Js There a Future for Banking? 
Beginning with a brief review of bank- 
ing’s beginnings and evolution, the 
booklet proceeds through an account of 
the “remedial” and “recovery” legisla- 
tion of the depression years, including 
the banking acts of 1933 and 1935. 
Banking’s future, it finds, “depends 
upon banking”, which “has reached a 
significant point in its history.” Banking 
service is being safely broadened to 
meet community needs—checking ac- 
counts, capital loans, trust service, con- 
sumer financing, are familiar examples. 
The theme of it may be boiled down 
into what the American Bankers As- 
sociation has long preached: 
There is no substitute for knowledge. 
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IS ACQUIRING 
A NEW APPRECIATION OF ANTHRACIT'. 


The current Anthracite Industries, Inc., advertising tells a " 
most dramatic and easily understood story of Anthracite’s 
advantages. Evidence is accumulating in the whole Anthra- 
cite market, to prove that the public is acquiring a new 
appreciation of Anthracite. 

The campaign carries convincing evidence. It points 
out that Anthracite provides all 7 essentials to complete 
heating satisfaction. It demonstrates how the house- 
holder must sacrifice some of Anthracite’s advantages if 
he desires to use any other fuel. 


The campaign is reaching more people, in more places 
than ever. Advertisements are appearing in 72 news- 
papers, with more than 10,000,000 circulation and several 
times as many readers, reaching every city, town and 
village of the primary Anthracite markets. In addition, 
it is spreading out into new areas—to tell new users the 
advantages this 7-star fuel can offer. 

This extensive advertising effort is telling those who 
buy, build, rent or remodel, how they can have utmost 
heating comfort with the best combination of convenience 
and economy to meet their needs and budgets. Financial 
institutions know the advantages of long-lived Anthracite 
equipment in maintaining the value of the security behind 
a mortgage. More people than ever are now being told of 
the advantages of Anthracite. Anthracite Industries, Inc., 


Chrysler Building, New York, N. Y. 


Ne, 


wh This Seal of Approval ap- 

pears on Anthracite equip- 

Ss ment only after it has passed 
rigid tests. 


( HARD COAL) 
THE ONLY J STAR FUEL 
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BankCrimeDrop | 
Noted in Report | 


Burglary, Holdup 
Total Down to 137 


Bank burglaries and holdups 
during the Association fiscal 


year ended August 31 last to- 
taled 137, enother new low 
since 1916, reports James E. 
Baum, Protective Department 
manager. The peak year for 
bank robbery was 1932 with 
631 crimes of violence. 

Mr. Baum reported that 
banks in small communities | 
and branch offices accounted 
for 106 of the 110 daylight hold- 
ups of banks in the year. 
Seventy-six attacks were against 
banks in communities of less 
than 10,000 population, 30 
were against branches and two 
against messengers. 

“Only two of the 100 robber- 
ies,’ he said, “were against 
banks in cities having a popu- 
lation of more than 50,000. 
Lacking sufficient police pro- 
tection, it is obvious that the 
small bank or branch office in 


suburban or rural communities 
places ‘Welcome’ on the mat 
for bank robbery unless safe- 
guarded with the most modern 


and effective machinery of | 


prevention. It is equally clear 
that solution of the bank 
robbery problem rests largely 
with banks located in these 
small communities.” 


F. L. Major Heads 
Agricultural Group 


F. Lee Major, Jr., vice-presi- 
dent of The Boatmen’s National 
Bank, St. Louis, has been 
appointed chairman of the Ag- 
ricultural Commission, Ameri- 
can Bankers Association. He 
succeeds Ed H. Winton, vice- 
president of the Continental 
National Bank, Fort Worth. 
Mr. Major, who has been a 
Commission member, is a past 
president of the Missouri Bank- 
ers Association. 
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President Benson Honored by Bankers 


Philip A. Benson has been 
publicly honored since his elec- 
tion to the presidency of the 
American Bankers Association 
at Houston. 

Following the convention he 
made a trip to the Pacific 
Coast and then returned to 
Brooklyn. On Nov. 29 he was 
guest of honor at a luncheon 
sponsored by the Brooklyn 
Trust Company and attended 
by 250 prominent bankers, 
including P. D. Houston, Sec- 
ond Vice-president of the Asso- 
ciation. 


Sections Choose 
Junior Officers 


Vice-presidents and execu- 
tive committee chairmen cho- 
sen by the various Association 
sections are: 

National Bank Division— 
Vice-president, Melvin Rouff, 
vice-president, Houston Na- 
tional Bank; executive commit- 
tee chairman, Andrew Price, 
president, National Bank of 
Commerce, Seattle. 

Savings Division—Vice-presi- 
dent, A. George Gilman, presi- 
dent, Malden (Mass.) Savings 
Bank. (The Division has no ex- 
ecutive committee chairman.) 

State Bank Division—Vice- 


| president, William S. Elliott, 
president, Bank of Canton, 
| Ga.; executive committee chair- 
| man, Harry A. Bryant, presi- 


dent, Parsons (Kansas) Com- 
mercial Bank. 

Trust Division—Vice-presi- 
dent, Roland E. Clark, vice- 
president, National Bank of 
Commerce, Portland, Me.; ex- 
ecutive committee chairman, 
Carl W. Fenninger, vice-presi- 
dent, Provident Trust Com- 
pany, Philadelphia. 

State Secretaries Section— 
First vice-president, C. C. 
Wattam, secretary, North 
Dakota Bankers Association; 
second vice-president, L. F. 
Scarboro, secretary, Colorado 
Bankers Association. 


On Dec. 1 Mr. Benson and 
Thomas A. Wilson, Jr., presi- 
dent of the New York State 
Bankers Association, were honor 
guests at the 25th annual 
Bankers Forum Dinner of 
New York Chapter, A.I.B. 

On Dec. 5 President Benson 
and Henry R. Kinsey, presi- 
dent of the Williamsburg Sav- 
ings Bank, Brooklyn, and presi- 
dent of the National Associa- 
tion of Mutual Savings Banks, 
were jointly entertained at a 
dinner given by the savings 
bankers’ organization. 


Uniform Practices 
Conference Held 


An interesting experiment 
of recent origin is that spon- 
sored by the Council of State 
Governments. Regional con- 
ferences between legislators 
and those persons interested in 
a particular field of lezislation 
have been arranged by the 
State Committee on Interstate 
Cooperation. The third confer- 
ence on Uniform Banking 
Practices in the northeastern 
region was called by the New 
York Joint Legislative Com- 
mittee on Interstate Coopera- 
tion for December 10. 

The following banking sub- 
jects of interstate interest were 
on the agenda: banking boards; 
model bank chartering statute; 
fidelity insurance on bank 
officers and employees; double 
insurance of deposits due to 
state laws requiring security 
for deposits in addition to 
Federal deposit insurance; Uni- 
form Fiduciaries Act; Uniform 
Trust Receipts Act; Uniform 
Stock Transfer Act; Uniform 
Principal and Income Act. 

The Association was repre- 
sented by Harold Stonier, 
Executive Manager; Frank 
Simmonds, Senior Deputy Man- 
ager; James E. Baum, Man- 
ager, Protective Department, 
and Thomas B. Paton, Assist- 
ant General Counsel. 


Public Needs,” 
Meetings’ Theme 


3 A.B.A. Regionals 
Planned for 1939 


Three regional banking con- 
ferences will be held by the 
American Bankers Association 
this Winter, it is announced by 
President Benson. 

The first is at Columbus, O., 
Feb. 9 and 10; the second at 
Minneapolis, Feb. 23 and 24; 
and the third at New York, 
Mar. 8-10. 

The theme of the confer- 
ences is ‘Meeting the Public 
Needs in Banking.” 

The Columbus conference is 
to be at the Neil House, the 
Minneapolis meeting at the 
Nicollet Hotel, and the New 
York conference at the Wal- 
dorf-Astoria. 


Trust Men Arrange 
New York Program 


The 20th annual Mid-Winter 
Trust Conference of the Amer- 
ican Bankers Association will 
be held at the Waldorf-Astoria 
Hotel, New York City, Feb. 
14-16, it is announced by Sam- 
uel C. Waugh, President of the 
Trust Division and vice-presi- 
dent and trust officer executive 
of the First Trust Company, 
Lincoln, Nebraska. The annual 
banquet, bringing the confer- 
ence to a close, will be held on 
the evening of Thursday, Feb. 
16. 

Trust men in various sections 
of the country are being invited 
to submit suggestions for dis- 
cussion. In this manner it is 
expected that a most effective 
program will be built around 
the important current prob- 
lems in the trust field. 

Lindsay Bradford, president, 
City Bank Farmers Trust Co., 
New York, is chairman of the 
banquet committee. 

It is expected that about 
1,000 bankers will attend the 
conference. 
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New Association Officers Prominent in Banking and Business 


On these pages are brief sketches of the general officers and 
division heads who are directing the Association’s affairs this 


year. 


Benson, C.P.A., Has Had Active Career 


Philip A. Benson, President 
of the American Bankers Asso- 
ciation, and president, Dime 
Savings Bank of Brooklyn, is a 
C.P.A. In fact, he became a 
member of the New York State 
Society of Certified Public 
Accountants in April 1912, 
five years before beginning his 
association with the bank he 
now heads. His career has 
brought him national distinc- 
tion in a number of offices. 

Mr. Benson has served his 
bank successively as assistant 
secretary, treasurer and presi- 
dent. He was president of the 
National Association of Mu- 
tual Savings Banks, 1933-35, 
and president of the Savings 
Banks Association of the State 
of New York, 1928-1930. He is 
now a member of the former 
organization’s executive com- 
mittee and of the executive 
and public relations committees 


of the state group. He is also 
on several other committees, 
including the Banking Struc- 
ture Commission of the New 
York State Bankers Associa- 
tion. 

Mr. Benson is a trustee of 
Kings County Trust Company, 
and a director of the Savings 
Banks Trust Company and the 
Commonwealth Insurance Com- 
pany. He is active in his com- 
munity, being a vice-president 
of the Brooklyn Chamber of 
Commerce and the Downtown 
Brooklyn Association. He is a 
member of the Council of 
New York University and 
holds the university’s B.C.S. 
degree. 

A trustee of Long Island 
College of Medicine, Brooklyn 
Institute of Arts and Sciences 
and Moody Bible Institute of 
Chicago, Mr. Benson is also 
president of Adelphi Academy. 


Hanes a Former Artillery Major 


The Association’s new First 
Vice-president, Robert M. 
Hanes, is a veteran of the 
World War, having been dis- 
charged from the Army in 
December 1918 with a major’s 
rank after seeing active service 
in France. 

Early in 1919 Mr. Hanes 
joined the Wachovia Bank and 
Trust Company in Winston- 
Salem, his native city, and has 
since been with that institu- 
tion. He has been president of 
the bank for a number of years, 
previously serving vice- 
president. 

Mr. Hanes was born in 1890. 
Educated at the Woodberry 
Forest School of Orange, Va., 
the University of North Caro- 
lina, and the Harvard Univer- 
sity Graduate School of Business 
Administration, he entered busi- 
ness as secretary-treasurer of 
the Crystal Ice Company, 
Winston-Salem. In 1917 he 
resigned to go to an officers’ 
training camp at Fort Ogle- 
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thorpe, Ga., where he was 
commissioned a first lieutenant 
of artillery. In December 1917 
Lt. Hanes was transferred to 
the 113th Field Artillery, 30th 
Division, and in March 1918 
was advanced to a captaincy. 
He went overseas with his 
division in May of that year. 

Mr. Hanes was a member of 
the North Carolina General 
Assembly, serving in the House 
in 1929 and 1931, and in the 
Senate in 1933. He is a mem- 
ber of the Federal Advisory 
Council, Fifth District. 

His A.B.A. activities have 
included membership on the 
Executive Council and Admin- 
istrative Committee, State Bank 
Division vice-president, and 
chairman of the Committee on 
Federal Legislation. During the 
past year he was Second Vice- 
president of the Association. 
He also is a past president of 
the North Carolina Bankers 
Association. Mr. Hanes is a 
director in several companies. 


The New Second Vice-President 


P. D. Houston Is Railroad Officer 


P. D. Houston, Second Vice- 
president of the American 
Bankers Association and chair- 
man of the board, American 
National Bank, Nashville, 
served as Treasurer of the 
Association in 1931-33. He has 
previously been on the Execu- 
tive Council and has had va- 
rious committee assignments. 

Mr. Houston was born March 
30, 1874, in Lewisburg, Ten- 
nessee, and was educated there. 
His first banking job was with 
the People’s Bank in Lewis- 
burg; later he went to Nash- 
ville as cashier and manager 
of the First Savings Bank and 
Trust Company, subsequently 
becoming vice-president of the 
Fourth and First National 
Bank. 

He is vice-president, treas- 
urer and a director of the 


Service Charges 


The Bank Management 
Commission is publishing a 
survey of service charges on 
checking accounts in clear- 
inghouse banks throughout 
the country. 


Tennessee Central Railway, a 
trustee and executive and 
finance committeeman of Van- 
derbilt University, and a trus- 
tee of Fisk University. He is 
director and president of the 
Hermitage Hotel Company, 
Nashville. 

Other companies in which 
Mr. Houston holds director- 
ships include: Massachusetts 
Mutual Life Insurance Com- 
pany; Welch Grape Juice Com- 
pany; Phillips and Buttorff 
Manufacturing Company; 
Nashville Industrial Corpora- 
tion; and Cockrill Finnegan 
Realty Company. 

Mr. Houston is a former 
president of the Tennessee 
Bankers Association. One of 
his two sons is identified with 
the banking business in Nash- 
ville. 


Trust Research 


A Montgomery-Mobile Trust 
Research Week was conducted 
Nov. 29-Dec. 2 by the Trust 
Division and the Montgomery 
and Mobile chapters of the 
American Institute of Bank- 
ing. 
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Treasurer Malott of Abilene, Kansas 


M. H. Malott, chosen for 
another term as Treasurer 
of the American Bankers 
Association, is president of 
The Citizens Bank, Abilene, 
Kans. 

With a treasurer’s duties 
Mr. Malott is thoroughly con- 
versant, for he has_ been 
treasurer of Abilene for 41 
years. 

Born September 21, 1865, in 
Bedford, Indiana, Mr. Malott 
completed high school there and 
then attended Eastman’s Busi- 
ness College in Poughkeepsie, 
New York. For a time he 
taught in a country school and 


H. E. Cook Active 
As Civie Worker 


H. E. Cook is president of 
the Second National Bank of 
Bucyrus, O., and of the Ohio 
Bankers Association, in addi- 
tion to being President of the 
National Bank Division. He is 
an active worker in local civic 
affairs. 

Mr. Cook, who also has a 
rural background, was born 
on a farm near Bucyrus in 
1886. He taught school a year 
before getting a job at the 
Second National Bank in 1907 
as messenger. After serving as 
teller, he was made assistant 
cashier in 1911, cashier in 1919, 
and president in 1929. 

His activity in the affairs of 
the Ohio association has in- 
cluded the chairmanship of 
the council of administration 
and the association vice-presi- 
dency. He assumed the presi- 


Membership 
Chairman 


The new chairman of the 
A.B.A. Membership Com- 
mittee is Robert L. Banks, 
vice-president, First Nation- 
al Bank, Superior, Wis., and 
vice-president and cashier, 
People’s Bank, Antigo, Wis. 
Mr. Banks, a former presi- 
dent of the Wisconsin Bank- 
ers Association, is a member 
of the Savings Division’s 
committee on time deposits. 
He has been on the member- 
ship committee for two years. 


entered The Citizens Bank at 
Abilene as a “bookkeeper, 
janitor and general roustabout” 
when the bank was organized 
in 1885. In 1895 he became 
cashier and in 1911 succeeded 
to the presidency. 

He is a former president of 
the Kansas Bankers Associa- 
tion, was a member of the first 
Kansas Banking Board, has 
served on the Executive Coun- 
cil of the American Bankers 
Association, and in 1927 was 
elected President of the State 
Bank Division. For 8 years he 
was a member of the Bank 
Management Commission. 


H. E. Cook 


dent’s duties on July 1, 1938. 

Mr. Cook was a member of 
the executive committee of the 
Division in 1935-1936 and 
chairman in 1937. He was 
Division vice-president during 
the past year. 

Active in local civic affairs, 
Mr. Cook is a past president 
of the Bucyrus Rotary Club 
and chamber of commerce. He 
was on the city board of elec- 
tion for 11 years, six of them as 
president. 


Public Relations 
Work Outlined 


Banks are being made ac- 
quainted with the extensive 
public relations activities of 
the A.B.A. through a new book- 
let entitled “So the Public 
May Know.” 

Prepared for the Houston 
convention, the booklet out- 
lines the work done by the 
various Association groups which 
work in the public relations 
field. It also presents to banks 
the services that are available 
to them through the facilities 
of the Association. 


H. W. Koeneke 


Koeneke Born on 
a Kansas Farm 


Henry W. Koeneke, State 
Bank Division President, is a 
“grass roots” banker from 
Kansas, although his present 
job is president of the Security 
Bank of Ponca City, Okla. 

Born on a farm in Kansas, 
Mr. Koeneke was a student at 
Midland College, Atchison. In 
January 1910 he began his 
banking career as cashier of the 
Herkimer State Bank and in 
1917 went to the Exchange 
State Bank at Parsons as vice- 
president and cashier. 

In May 1929 he was made 
bank commissioner of Kansas, 
a post he held until March 
1933 when he accepted his 
present position. 

Mr. Koeneke’s business life 
has been spent in banking. He 
has long been active in the 
work of the American Bankers 
Association and has served on 
many of its committees. For 
the year preceding the Houston 
convention he was Vice-presi- 
dent of the Division he now 
heads. 


Wiggins Heads A.B.A. 
Federal Legislation 
Unit 

A. L. M. Wiggins, president 
of the Bank of Hartsville, 
Hartsville, S. C., has been ap- 
pointed chairman of the A.B.A. 
Committee on Federal Legisla- 
tion. He succeeds Robert M. 
Hanes, First Vice-president of 
the Associaticn. Mr. Wiggins 
has served on the Federal 
Legislative Committee and is 
also a member of the Executive 
Counciland the Research Coun- 
cil of the Association. He is state 
chairman on the State Legisla- 
tive Council for South Caro- 
lina and a member of the execu- 
tive committee of the State 
Bank Division. 


P. R. Williams 


P. R. Williams Long 
Active in A.B.A. 


P. R. Williams, Savings 
Division President and vice- 
president, Bank of America, 
N. T. & S. A. at Los Angeles, 
was national president of the 
American Institute of Banking 
in 1928. 

A native of Wales, Mr. 
Williams received his earliest 
banking experience with the 
Western National Bank at 
Pueblo, Colo., and as a paying 
teller in the Bank of Bisbee at 
Bisbee, Ariz. In May 1909 he 
joined the staff of the Com- 
mercial National Bank of Los 
Angeles as a teller and received 
promotions until he became 
vice-president. The bank was 
acquired by the Bank of Italy 
which later became the Bank 
of America, N. T. & S. A., and 
he holds the position of vice- 
president with that institution. 

Mr. Williams has served in 
many capacities with the Amer- 
ican Bankers Association and 
the California Bankers Associa- 
tion. He was Vice-president of 
the A.B.A. Savings Division 
during the past year. 


Winner of Houston 
Pen Contest 


At the Houston Conven- 
tion of the A.B.A., bankers 
were invited to register in 
a contest of the W. K. Kerr 
Pen Co. The winner has 
now been announced as 
W. D. Wyard, vice-presi- 
dent, First and American 
National Bank, Duluth, 
Minnesota. Each officer in 
Mr. Wyard’s bank now re- 
ceives a Kerr Changepoint 
fountain pen as a result of 
their convention represent- 


ative’s good luck. 
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Nebraskan Heads 
Trust Division 


Samuel C. Waugh, President 
of the Trust Division, began 
his second quarter century of 
service with the First Trust 
Company, Lincoln, Neb., on 
July 1 last. He is now executive 
vice-president and trust officer 
of the bank. 

Mr. Waugh, a native of 
Nebraska, was educated at the 
University of Nebraska and 
then joined the staff of the 
First Trust Company. 

He is a member of the board 
of trustees of the University of 
Nebraska Foundation. As a 
member of the Lincoln Cham- 
ber of Commerce he has served 
as an active officer and direc- 


S. C. Waugh 


tor. Mr. Waugh helped organ- 
ize the Corporate Fiduciaries 
of Omaha and Lincoln and 
was the group’s first president. 
He was Vice-president of the 
Trust Division during the past 
year. 


F.H.A. Procedure Change Announced 


Sponsors of large scale rental 
housing developments must 
now submit plans and specifi- 
cations and all other details of 
proposed projects to a lending 
institution prior to submission 
to the F.H.A. of an application 
for mortgage insurance. The 
Federal Housing Administra- 
tion announced this change in 
procedure, effective Dec. 15. 

“No formal applications for 


mortgage insurance on proj- 
ects coming under Section 207 
of the National Housing Act 
will be accepted for examina- 
tion unless they are submitted 
through a financial institution 
qualified by the F.H.A. to 
make insured mortgages,”’ said 
the announcement. 

This change makes possible 
the concurrent processing of 
cases with the lender. 


C. W. Beerbower Is 
Virginia Banker 


C. W. Beerbower, President 
of the State Secretaries Section, 
is also assistant cashier of the 
First National Exchange Bank 
at Roanoke, Va., and secretary 
of the Virginia Bankers Asso- 
ciation. 

Educated at Roanoke Col- 
lege, Salem, Va., his first 
banking post was with the 
Farmers National Bank at 
Salem, serving as assistant 
cashier. Later he became audi- 
tor of the First National Ex- 
change Bank of Roanoke and 
subsequently assistant cashier. 


C. W. Beerbower 


Active in the affairs of the 
Virginia association, Mr. Beer- 
bower has been chairman of its 


educational committee, treas- 
urer, and secretary of Group 
Five. For the past six years he 
has been secretary. 

In the American Bankers 
Association he has been a 
member of the Public Educa- 
tion and Bank Management 
commissions. He was Vice- 
president of the Section during 
the year 1937-1938. 


New York Savings 
Bank Insurance 


The Savings Banks Associa- 
tion of the State of New York, 
at a special meeting in Decem- 
ber voted to seek permissive 
legislation at the 1939 session 
of the legislature to make possi- 
ble a central insurance associa- 
tion form of operation of 
savings banks life insurance in 
addition to the provisions of 
the present law. 

Out of 105 banks present of 
the 134 in the state, 75 voted 
to seek such legislation; 23 
banks voted that additional 
legislation should not be sought 
and 7 banks did not vote. 
Twenty stated that their boards 
had already agreed to support 
a central form of operation. 

The New York State system 
of savings bank life insurance 
went into effect on January 1, 
1939. 


Feb. 9-10 


CONVENTIONS 


American Bankers Association 


Regional Conference, Columbus, Ohio 


May 16-18 
May 18-20 


Texas, Dallas 


New Jersey, Hotel Ambassador, Atlantic City 


Feb. 14-16 


Feb. 23-24 
Mar. 8-10 


June 5-9 
June 19-30 


12-13 
Jan. 24-25 
Jan. 25-27 


Jan. 26 
Mar. 26 


May 3-4 
May 45 
May 6 

May 8-10 
May 9-10 
May 10-12 
May 11-12 
May 14-19 


Jan. 


Mid-Winter Trust Conference, Waldorf-Astoria 
Hotel, New York City 

Regional Conference, Minneapolis, Minnesota 
Regional Conference, Waldorf Astoria Hotel, New 
York City 

American Institute of Banking, Grand Rapids, 
Michigan 

The Graduate School of Banking, Rutgers Univer- 
sity, New Brunswick, New Jersey 


State Associations 


Mid-Year Roundup, Michigan, Flint 

Mid-Winter Conference, Wisconsin, Milwaukee 
Louisiana Bankers Conference, University of Louisi- 
ana, Baton Rouge 

Mid-Winter Conference, Illinois, Chicago 
Louisiana, Cruise to Havana, sailing from New 
Orleans March 26 

Indiana, Claypool Hotel, Indianapolis 

Oklahoma, Oklahoma City 

Oklahoma Institute of Banking, Oklahoma City 
Missouri 

Mississippi, Buena Vista Hotel, Biloxi 

Kansas, Kansas City 

Alabama, Montgomery 

Virginia, Cruise to Bermuda on board the Queen of 
Bermuda 


May 24-26 
May 25-26 
May 25-27 


June 
June 
June 
June 


June 


June 
July 


California, Coronado 

Illinois, Peoria 

West Virginia, Greenbrier Hotel, White Sulphur 
Springs 

South Dakota, Pierre 

Iowa 

Wisconsin, Milwaukee f 
District of Columbia, The Homestead, Hot Springs, 
Virginia 

Virginia Bankers Conference, University of Virginia, 
Charlottesville 

Minnesota, St. Paul Hotel, St. Paul 

Kentucky Bankers Conference, Lexington 


Other Organizations 


Association of National Advertisers, Westchester 
Country Club, Rye, N. Y. 

National Association of Mutual Savings Banks, 
New York City a 
Eastern Regional Conference, National Association 
of Bank Auditors and Comptrollers, Hotel Astor, 
New York City ; 
National Association of Credit Men, Grand Rapids, 
Michigan 
Investment Bankers Association, Del Monte, Cali- 


fornia 


| 
| 
| 
| 
: 5-7 
| 8-11 
11-16 
| 
14-16 
| May 10-12 
Zz 
May 10-12 
| May 11-13 
| June 12-15 
| Oct. 9-13 
| 
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A POLICY OF LONG STANDING 


[’ IS a traditional policy of the 


Chase National Bank to main- 


tain an effective correspondent 


bank service. Supplying the needs 
of out-of-town institutions has 
been a dominant factor in its de- 
velopment as a world bank. 
Broaden customer service with 


Chase correspondent facilities. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Cor poration 


January 1939 
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NEW BOOKS 


January Book Fare 


ERE is wide variety of subject matter in BANKING’S 
book reports for the first month of the new year. Social 
and financial history, consumer credit, accounting, and 

public finance are covered in the volumes noted herewith. 


The Brandeis Way. By Alpheus Thomas Mason. (Prince- 
ton University Press, $3.) Subtitled ““A Case Study for the 
Workings of Democracy’’, this story of savings bank life 
insurance tells how Louis D. Brandeis devised and put into 
operation the Massachusetts plan that is the basis of the 
New York State system now in effect. The author’s purpose 
is “to analyze the philosophic, functional and institutional 
implications of Massachusetts savings bank life insurance in 
terms of the democratic process.” He gives in detail the 
background of the plan, which was the Hughes investigation 
of abuses in commercial insurance companies in 1905, and 
the work the present Supreme Court Justice—then a Boston 
lawyer—did in perfecting, promoting and promulgating the 
plan. Mr. Mason is professor of politics at Princeton. 


Consumer Credit and Its Uses. (Prentice-Hall, Inc., New 
York, $2.75.) This book is a comprehensive discussion of 
the development, principles, practices and effects of con- 
sumer credit institutions in the United States. It was pre- 
pared at the instance of the Consumer Credit Institute of 
America, Inc., and comprises papers by various authors 
whose work was synthesized and edited by Dr. Charles O. 
Hardy. Intended as a text, the volume covers theinstitutions 
that grant consumer credit, the subject of services and costs, 
and the social aspects of this currently important element 
in our financial structure. The coauthors are Fred H. Clark- 
son, Charles W. Coulter, Richard H. Neilson, Ernest M. 
Patterson, Raymond Rodgers, William G. Sutcliffe and Ray 
B. Westerfield. 


Bank Accounting and Audit Control. By James E. Potts. 
(Bankers Publishing Company, Boston, $4.) Mr. Potts, 
auditor of the First National Bank of Boston, publishes 
here much of the material he gathered as the basis of lectures 
to American Institute of Banking students. He breaks a 
bank statement down into a detailed list of accounts, traces 
each account back to the transactions giving rise to it and 
then studies the accounting procedure involved and the 
audit control factors applicable in each case. This method 
produces a simple, readable exposition. 


Monetary Policies of the United States, 1932-1938. By 
James Daniel Paris. (Columbia University Press, New York, 
$2.75.) Pertinent data on the monetary measures and poli- 
cies of chiefty the Roosevelt Administration are presented in 
this study. In only one respect, the author finds, are the 
policies consistent: they tend “towards the concentration 
and centralization of monetary powers in the hands of the 
Federal Government.” The book describes conditions ante- 
cedent to steps taken, the legislative measures adopted, 
promulgation of the laws, and the subsequent results. Among 
the conclusions are these: the United States should return 
to an international gold standard; “silver dilution of the 
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currency” should be ended; and “greenbacks” should be 
retired with the silver seigniorage already acquired, and 
“the right to issue them in the future revoked.” 


American Public Finance. By William J. Schultz. (Pren- 
tice-Hall, Inc., New York, $5.) As the second revised edition 
of a book first published in 1931, Dr. Schultz’s volume has 
been so changed as to become a new textbook for under- 
graduate and graduate courses in public finance. In succes- 
sive parts he takes up governmental expenditure, taxation 
principles, American taxes, revenues other than taxes, gov- 
ernmental borrowing, and the fiscal interrelationships of 
federal, state and local governments. The author is on the 
faculty of the College of the City of New York. 


The Commercial Paper House in the United States. By 
Albert O. Greef. (Harvard University Press, Cambridge, 
Massachusetts, $5.) A field investigation covering a six year 
period provided the factual material for this study of a 
business which is as old as commercial banking. The author 
interviewed and corresponded with note dealers and bankers 
throughout the country to obtain his detailed explanation of 
the operation of a modern commercial paper house. He dis- 
cusses classes of paper and of issuing and purchasing con- 
cerns and the dealer’s part in our financial system. Perhaps 
half of the book is devoted to an historical account of the 
note brokerage business here from the close of the 17th 
Century to a very recent date. 


Comparative Economic Systems. By William N. Loucks and 
J. Weldon Hoot. (Harper, New York, $3.50.) Capitalism, 
socialism, communism, fascism and cooperation are analyzed 
from the economic viewpoint in this text for college and uni- 
versity students. The authors’ aim is to approach the sys- 
tems objectively and impartially. “If one all important con- 
clusion is to be drawn from this volume,” they say, “it can 
be this: That if the pace of social and economic change of 
the past 20 years projects itself into the future, the central 
problem will be to make the economic adaptations which the 
course of events may require — without the loss of cherished 
freedoms.” Messrs. Loucks and Hoot are on the economics 
faculty of the Wharton School. 


Credit Manual of Commercial Laws. (National Associa- 
tion of Credit Men, New York, $6.50.) The 31st annual edi- 
tion of this book covers many problems of law affecting 
trade. New subjects included are the 1938 bankruptcy and 
labor standards acts, fair trade laws enacted in many states 
during 1937-38, a list of uniform laws adopted in the several 
states, and a calendar covering corporation reports and 
taxes. 


American Bank Reporter. (Charles Steurer Press, Inc.. 
New York, $10.) The November 1938 edition contains the 
usual alphabetical listing of all banks in the United States 
and capital, with names of officers, correspondents, totals of 
capital, loans, deposits, etc., and other data, including a list 
of attorneys. 
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BLIND SAILING... 


leads to nowhere! 


To prosper today you must chart a sound, 
scientific course in all phases of business. 
You must know your exact position NOW 
and you must anticipate and prepare for 
future eventualities. 


The George S. May Company has piloted 
over 2,324 enterprises, large and small, 
through dangerous channels and pointed 
the way to better business and greater 
earnings. This background of experience 


<i 


will prove invaluable to you in solving 
every business problem regardless of its 
nature . . . management, production, dis- 
tribution, sales and advertising ... or any 
operation which influences profit. 


No matter what problems confront you, it 
will pay you to investigate May Methods. 
Address the nearest office listed below. A 
consultation will not obligate you and may 
lead to substantial benefits. 


GEORGE S. MAY COMPANY 


CHICAGO 
2600 North Shore Ave 


SEATTLE 


710 Second Avenue 


ATLANTA 
134 Peachtree St. 


NEW YORK 
122 East 42nd St 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 


18 TS OTHER 
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F not already settled, January is 
bound to bring up the perennial 
question of advertising appropria- 

tions, budget allocations and schedules. 
While it is yet too early to gather fig- 
ures, the outlook for increased bank 
promotion in 1939 is bright—by con- 
trast, far brighter than at the turn of 
1938. Not the least of the many favor- 
able signs pointing to this deduction is 
the promised business upswing, to 
which bank budgets are primarily 
geared. 

More certain, however, than business 
prophecy is the current trend toward 
more aggressive bank merchandising 
tactics. The broad markets developed 
for such services as personal loans, home 
loans, auto financing, pay-as-you-go 
checking, may be a prelude to a new 
cycle of bank activity. The fact that 
case after case of stylized bank services 
run up activity charts only indicates 
more clearly the possibilities of new 
markets awaiting development. 

Finally, banking must look to adver- 
tising to carry the burden of interpreta- 
tion. Better understanding of its policies, 
its practices and its services is essential, 
if banking is to enjoy the confidence and 
esteem of the public. Far-seeing man- 
agement knows this and thoroughly ap- 
preciates that advertising is the one 
inexpensive vehicle of contact. 

On the basis of these fundamental 
points, to which must be added what- 
ever individual or sectional problems 
exist, ad appropriations for the new year 
will be reasonably generous. The budget 
makers who size up the job in 1939, and 
the outlook, will aim at the new as well 
as old markets for services. We shall see 
shortly how figures bear out this glance 
into the next twelve months. 


Red Letter Ad Days 


Is ONE DAY about as good as another 
for newspaper advertising, or would 
better results be obtained on days which 
see the largest amount of cash flowing 
into the public’s purse? And what days 
are these? 

Both questions are repeatedly asked 
by banks, and, although a theory has 
grown up around payday as a focal 
point for deposit-building campaigns, 
up to now we had little to go by except 
surmise. 

Now, something in the way of a defi- 
nite answer is revealed in two compan- 
ion surveys published in the December 
issue of Sales Management. The first, 
drawn from interviews made by the 
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METHODS and IDEAS 


Compiled by John J. McCann, Jr., 


Advertising Manager of the National 
Savings Bank, Albany, New York 


Ross Federal Service in 16 representa- 
tive factory cities, boils down to this: 

1. In the purchase of every-day neces- 
sities the relationship of peak spending 
and payrolls is largely coincidental, both 
falling most often at the end of the 
week. 

2. In the case of expensive items, 60 
per cent of the purchases are likely to 
be made on payday, or the day follow- 
ing; indicating that the disposition of 
wages is determined for the most part 
in advance of payday; that the possible 
surplus, if any, is quickly consumed. 

3. The majority of wage earners in 
this group spend from 75 per cent to 
100 per cent of their pay checks by the 
end of the day following pay day. (This 
figure checks very closely with a Study 
of Consumer Purchases, released by the 
National Resources Committee, Wash- 
ington, as well as a special report based 
on the same survey, available from the 
Division of Commercial Research, The 
Curtis Publishing Company, Phila- 
delphia. Both studies are particularly 
interesting to those charting bank 
campaigns.) 

4. Although those interviewed be- 
lieved they were more conscious of 
advertising on days not related to 
paydays, three times as many people 
claimed to notice advertising immedi- 
ately prior to payday, than on payday 
or after. 

These facts seem to clinch the focal 
point just prior to payday. For the 
second part of the answer Sales Manage- 


ment collected data from several ay. 
thentic sources in 60 cities. The high- 
lights: 

1. There is no clear “national” pic. 
ture. Each city should be considered 
individually. 

2. Seasonal trends in many sections 
must be considered as even more impor- 
tant than days of the week or dates in 
the month. Peaks in tourist trade, in 
manufacturing activity, in cash farm 
marketings, make certain months far 
more important than others. 

3. More money is distributed on 
Friday than any other day of the week. 
Thursday seems to be the second most 
important day. Formerly Saturday was 
second in importance, but the vogue 
of the five-day week has lessened its 
importance and increased the Friday 
load. 

4, In every city semi-monthly pay- 
rolls are an important item and the 
most important disbursement dates are 
the 30th-ist and the 15th-16th. 

5. Monthly payments are relatively 
unimportant, and in few cities do they 
account for more than 5 to 10 per cent of 
payrolls. The 30th-ist are the most 
frequent monthly pay dates. 

6. But—the combination of those 
monthly payrolls at the end of the 
month or the first of the month plus 
the semi-monthly payments made on 
the same dates, make that period the 
most important of all. 

7. And a Friday (most popular for 
weekly payrolls) which falls on the 
30th, 31st or ist is unquestionably the 
one biggest cash day of the month 
in nearly every city. Second largest is 
a Friday falling on the 14th, 15th or 
16th. 

(CONTINUED ON PAGE 60) 


Two world’s fair savings banks (see page 60, “‘ All Is Fair”’) 
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“...There’s a Lesson in Smoke, Son-’’ 


*““When smoke comes out of the chimneys, business is active. When smoke 
comes out of the windows, smoke from the chimneys is likely to stop for 
weeks or months after the fire. Then everybody loses. That’s why it’s so im- 
portant to guard against fire hazards in addition to having insurance coverage. 
For years, I’ve had both forms of protection through an IRM policy. 


“First, IRM sends its fire-prevention engineers to inspect the property and 
report danger spots that can be eliminated to make the plant an improved 
risk. Regular inspections, after the policy is written, keep the property in 
such condition that fire is not likely to start. It’s the old ounce of prevention 
story that’s still paying dividends. 

“But, if fire should occur in spite of these precautions, I can count on a 
prompt, business-like IRM settlement. That’s been their record ever since the 
group was organized. And it still surprises me to see how little our IRM pro- 


tection costs. Every year I’ve received a 25% return of my annual premium. 
Is that welcome in these times!” 


IMPROVED Risk MUTUALS 


60 John Street, New York 


A nation-wide organization of old established, standard reserve companies 
writing the following types of insurance: Fire + Sprinkler Leakage + Use 
and Occupancy + Tornado and Windstorm «+ Earthquake + Rents - 
Commissions and Profits + Riot and Civil Commotion «+ Inland Marine 
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Burroughs 
new machines and new features for 


CONSERVING CLERICAL HOURS 


These new machines and features are especially timely in view of 
the present-day necessity for conserving working hours, for exercis- 
ing strict economies in operation, and for handling the larger volume 
of work due to increased banking activities. They handle the work 
with remarkable ease and simplicity—and at surprisingly low cost. 
Here are a few of the many jobs on which Burroughs can help you: 


1 CHECKING ACCOUNT RECORDS 


Faster, easier operation with full-width 
form alignment for single record posting or 
dual record posting. Complete analysis record 
posted simultaneously. 


? SAVINGS ACCOUNT RECORDS 


New passbook posting machine that proves, 
before the passbook is returned to the depositor, 
that old balance was picked up correctly. 


ACCOUNT ANALYSIS, 
COMPUTING SERVICE CHARGES 


Electric non-listing machines and fast desk 
model adding machines with new features that 
simplify this work; can be used for other add- 
ing and calculating work. 


TRANSIT LETTER WRITING 


New machines offer many new operating 
advantages in writing transit letters with either 
numerical or typewritten description of the 
endorser. 


INCOMING ITEMS 


A new plan reduces item handling costs, pro- 
vides better item control, levels peak periods, 
and localizes depositor errors to the deposit. 


h PROVING AND DISTRIBUTING 


6 MORTGAGE LOANS 


New machine computes interest, provides 
separate balances of principal and escrow 
funds, and proves each entry. Plans for any 
type of mortgage accounting. 
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] LOAN AND DISCOUNT 


Four records—note register, note notice, 
maturity tickler and officer’s memorandum— 
written in one operation, with proof and control 
figures accumulated. 


: CASHIER’S CHECK AND DRAFT WRITING 


New form writing machines for writing 
checks, receipts, notes and other forms. 
Improve appearance of the work. Many time- 
saving features. 


q INSTALLMENT LOANS 


New low-priced machine sets up record, 
enters payment and records balance due. 
Compact window machine posts borrower's 
and bank’s records in one operation. 


10 TRUST ACCOUNTING 


A wide range of trust accounting 
machines to fit any accounting plan in any 
trust department, large or small. Automatic 

‘ing features assure operating economies, 


ther 
the MISCELLANEOUS 


Many new machines, features and oper- 
ating advantages in Burroughs’ long line of 
adding, subtracting, duplex machines and 
calculators for all bank work. 


The Burroughs representative is fully qualified to 
discuss any of these subjects with you, and can 
show you how other banks are using new Burroughs 
developments to speed up and simplify the work. 
Call the local Burroughs office today. Or, if more 
convenient, mail the coupon for complete information. 


MAIL THIS COUPON FOR FULL DETAILS 
ON ANY OR ALL OF THE ABOVE SUBJECTS 


BURROUGHS ADDING MACHINE COMPANY 
6251 Second Bivd., Detroit, Michigan 


I have checked below, the subjects on which I should | 
like to receive complete information. 

2 90) 100 


Name 


Firm 


Address 
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In the written history of this 
institution it is recorded 
that in 1803 ‘‘the bank began 
correspondence with banks in 


other cities relative to open- 
ing accounts”. 


Even in those early days the 
mutual advantage of such 
interbank relationships was 
recognized. 


After 135 years, an operating 
policy based upon serving 
other banks well and enjoying 
like service extended to us is 
still a foremost consideration 
in this Bank. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$39,006,000 


Member of Federal Deposit Insurance Corporation 


METHODS—Continued 


8. The predominant occupational 
characteristics of a city will broadly 
indicate payroll concentration dates, 

So, above is the key for the bank ad. 
man who will wisely schedule adver. 
tising in advance of red letter payroll 
days. 


All Is Fair 


FoR THE FIRST TIME in exposition 
history, the influence of a world’s fair 
inspires manufacturers (350 at latest 
reports) to adapt themes and motifs to 
a wide variety of staple products. The 
design of trylon and perisphere, repre- 
senting the theme center of New York 
World’s Fair 1939, now appears on 
print fabrics, leather goods, pottery and 
china, jewelry and even candle sticks 
and wallpaper. 

Still, the prize for practical promo- 
tion should go to the World’s Fair Say- 
ings Clubs which continue to spread 
among banks in 40 states. 

We thought a march was stolen on 
this boost-for-savings angle when Esso 
dealers brought out a unique coin bank, 
developed from glass brick by Pittsburgh 
Corning Corp., in a campaign stressing 
fuel economy. The fear was soon allayed 
as the Empire City Savings Bank (New 
York) announced a molded metal coin 
safe, of theme center design, commemo- 
rating its 50th anniversary this year. 
The banks have attracted a swarm of 
purchasers at 75 cents each. A choice of 
three colors is offered. Esso dealers, too, 
have trouble keeping up with the de- 
mand. Both of the banks are illustrated 
on page 56. 


Up on Money 


THE FEDERAL RESERVE Boarp re- 
cently published a book of 30 charts 
covering bank credit, money rates, 
security markets, business conditions 
and so on from 1919 to date. Originally, 
the charts were intended for internal 
use among the board’s personnel. But 
general distribution was decided upon 
some weeks ago. If you want to keep up 
on the money market, 50 cents will 
bring a copy from Washington. These 
facts, incidentally, ought to provide 
good equipment for trust men in the 
field. Space is provided for figures up to 
1940. The charts will fit into a brief 
case. 


Loan Analysis 


CALIFORNIA Bank (Los Angeles) 
finds the white collar office worker top- 
ping the list for small personal loans, 

(CONTINUED ON PAGE 62) 
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“A Dollar’s Worth of drugs, please. 


Pll compound them myself” 


As a pharmacist, you 


know what would happen 
to the customer who com- 
pounded his own prescrip- 
tions—a short life and not 
a very merry one. Fortu- 
nately, most customers 
know this, too, so they 
cheerfully pay for your ser- 
vices as an expert middle- 
man and an authority on 
your subject. 


When the retail druggist 
buys insurance from the ex- 
perienced agent or broker 
of a stock insurance com- 
pany he does not say ‘$50 
worth of insurance please.”’ 
He asks for and gets the ad- 
vice and full services of an 
expert purchasing agent in 
the complex insurance field, 
like himself an expert mid- 


dleman. No worries about 
uncovered risks that might 
wreck a business. 


* * * 


Because we believe so thor- 
oughly in the services of an 
expert middleman whether 
retail druggist, insurance 
agent or broker we refuse 
to accept business direct 
because it is not in the in- 
terests of the Company or 
the assured to do so. When 
you buy National Surety 
Fidelity Bonds, Surety 
Bonds, Burglary or Forgery 
Insurance through your lo- 
cal insurance agent, you 
deal with a customer and 
friend who isa fellow mem- 
ber and supporter of the 
American Business System. 


@ This is a reprint of 
an advertisement of 
a stock-insurance 
company directed to 
the independent busi- 
ness men in the drug 
trade in your city. 


The commercial bank, 
like the merchant, is 
a middleman, spe- 
cializing in the credit 
field. Its customers 
and its directors, are 
chiefly independent 
business men—rep- 
resentative of the 
American Business 
System. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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Death takes vo holiday with 
respect to personal loans. 


Let Old Republic cut your 


risks without cost to you. 


Danger of monetary loss is only one of the risks involved in 
the death of a personal loan borrower with an unpaid balance 
due on his note. There is the additional risk of creating un- 
justifiable ill-will when the borrower’s family or the co-maker 
is pressed for payment. 

Delay, embarrassment, inconvenience, litigation, ill-will, 
financial loss — all are avoided by Old Republic’s simple, 
practical plan of credit life insurance. In the event of the 
death of a personal loan borrower under Old Republic’s plan, 
the bank, the borrower’s family, and the co-maker are covered 
100% on the unpaid balance due. 

Yet the plan costs the bank nothing to install, nothing to 
operate. Rather it adds to the personal loan department’s 
revenue. And the resultant good-will is pure “velvet”. 

Old Republic is a legal reserve, old line life insurance com- 
pany. It is the pioneer in adapting credit life insurance to the 
needs of commercial banks with personal loan departments. 


Write for complete details. 


Old Republic Credit 
Life Insurance Company 


309 West Jackson Boulevard, (hicago 


METHODS—Continued 
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with store and factory employees second pa 
and small business proprietors third. edi 

The survey indicates that the office tio 
worker borrows an average of $216, 
repayable $18 monthly, uses money to col 
consolidate debts and rates a plus Aj an 
rating for repayment. m 

Store and factory employees borroy K¢ 
$170 on the average, also use money to tri 
consolidate debts, and prove then- ev 
selves good credit risks. 

Small business proprietors borrow an 
average of $325, repay promptly, but 
apparently use most of the loans for in 
operating capital. m 

Next classification of borrowers in w 
the order named: city and county em- o1 
ployees, school teachers, laborers, pro- M 
fessional men and students. Uses of 
loans fall in the following order: con- 0 
solidation of personal debts, medical w 
and dental bills, purchase of automo- Ci 
biles, vacations, refinancing automo- a 
biles, travel and education. 0 

Analysis of this type is invaluable in c 
gauging consumer loan appeals. To v 
know the market is half the sale. f 


Newsy House Organs 


THE MORNING mail bag continues to 
bring more evidence of the increasing 
popularity of bank house organs. While 
our collection at this point varies from 
simple mimeographed bulletins of the 
“internal” type to elaborate color mag- 
azines for “external” distribution, the 
general run appears to be well under 
the wire of average bank budgets. 

In planning a publication there is 
only one rule of thumb to observe— 
make it newsy. Depending upon the 
objectives set for the publication, 
news sources may be selective or varied. 

An interesting case example is the 
little eight page monthly Albuquerque 
Progress, published by the Albuquerque 
National Trust and Savings Bank, New 
Mexico. It is devoted entirely to busi- 
ness news of the city and vicinity. Items 
are short and factual, dealing mostly 
with new construction, real estate ac- 
tivity, new local products, bank clear- 
ings and other items of general interest. 

An extensive use is made of construc- 
tion photographs on all inside pages. 
Also, the title page carries a monthly 
inset photo of one of the more important 
building projects and at times an archi- 
tect’s drawing or model is used. The 
back covers carry a department listing 
the previous month’s building permits. 

Rarely does a bank advertisement ap- 
pear anywhere in the magazine, the only 
occasions being when and where it fits 
the qualification of news, and even then 
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choice positions still go to other news 
and the bank takes a quarter or half 
page inside. There is something to this 
editorial policy, for too much promo- 
tion is likely to destroy reader interest. 
Another bank keeps its news fresh by 
contacting secretaries of all local civic 
and social groups for the following 
month’s program. This appears on a 
“calendar of events” page and is dis- 
tributed on the first of each month to 
every residence in the community. 


Radio Co-op 

Tue BANKS of Milwaukee have joined 
in a cooperative educational and pro- 
motional radio campaign in that city 
with a series of 13 half-hour programs 
on Sunday evenings over WTMJ, the 
Milwaukee Journal station. 

The programs, essentially quality 
music, employ the special series of 15- 
minute recordings made by the Ameri- 
can Bankers Association and exhibited 
at the Houston Convention. To round 
out the series into half-hour periods, re- 
cordings by the same orchestra and 
vocal numbers by Felix Knight, as 
furnished by the National Broadcasting 
Company, are added. 

Spotlighted in these recordings, which 
feature the light and semi-classical 
music of Nathaniel Shilkret’s orches- 
tra, are clever dramatic playlets built 
around “The White Family”, which 
depict the banker’s solution to everyday 
financial problems, selling the public on 
the broad, constructive help rendered 
by the modern bank to its community. 

The localized radio fare also high- 
lights personal interviews by Bob Heiss, 
WTM)J’s master of ceremonies, with in- 
dividuals from Milwaukee banks. Ap- 
pearing on the first program was Ray 
Klenz, teller at the Park Savings Bank, 
who explained how “bankers’ hours” 
which look so soft to the outsider were 
not all they were cracked up to be, told 
of extreme care exercised in cashing 
stranger’s checks and stressed other 
details of his work. Other representa- 
tives from the rank and file are sched- 
uled for latter broadcasts. 

The program, known as “ Musical Fa- 
vorites”, is scheduled on WTMJ at 8 
to8:30 P. M. Sunday, following the Sun- 
day Varieties with Charlie McCarthy. 
This position assures the program of a 
large ready-made audience. 


School Forum 


NATIONAL INTEREST has been fo- 
cused on the new School Savings Forum 
organized recently on a state-wide basis 
by the savings banks of New York, the 
largest holders of school deposits in the 
country. The development of the pro- 
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gram, though still in the embryo stage, 
tackles a No. 1 public relations problem, 
one which has been almost wholly dis- 
regarded in other states. 

The forum ambitiously looks forward 
to the production of a pictorial story of 
school banking stressing the human in- 
terest angle, to be released to substantial 
national publications. By this medium 
members of the committee feel that the 
general public can be made more con- 
scious of the virtues of economic train- 
ing for the up and coming generations. 

Thought is also being given a motion 
picture based on thrift to be used in 
school showings. And to win over the 


cooperation of the teachers, who, after 
the home, play the most important réle 
in child guidance, a publication with 
state-wide circulation is being considered. 

The recent report on school savings, 
issued by the Savings Division of the 
A.B.A., indicates a downward trend in 
school deposits, but, if other bank 
groups follow New York, we should see 
shortly a new peak and, what’s more 
important, a new interest in thrift 
education. 


New Credit Service 


EARLY LAST MONTH The National 
Safety Bank & Trust Company (New 


Investment Bonds 


Our Bond Department buys for its 
own account and recommends 
for investment State, County and 


Municipal bonds. 


It also maintains an active market in 
all issues of United States securities. 


The experience of seventy-five years 
and immediate contact with princi- 
pal cities makes this bond service 


particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and quotation sheets will 
be mailed on request. 


Telephone FRAnklin 6800 
Teletype CGO - - 987 


The First National 
Bank of Chicago 
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«GAIN 24 HOURS 


presenting 


New York State Cash Items 


@ The Marine’s night transit service affords a way 


for your bank to save up to 24 hours in presenting 


cash items throughout New York State. 


With very few exceptions, items reaching us prior 
to 1 A. M., will be presented the next business day 
in 56 New York State cities. 


This fast night transit service is possible because 
of The Marine Trust Company’s many corre- 
spondent banks throughout the state and its strat- 
egic location in the world’s greatest market. 


Cash items for other parts of the United States 
are handled with comparable promptness. Send 
for a copy of our latest Night Transit Schedule. 


MARINE TRUST 


MEMBER 


A Marine Midland Bank 


FEDERAL 


DEPOSIT 


INSURANCE 


COMPANY OF BUFFALO 


CORPORATION 


York) launched its “Checkmaster Credit 
Service” designed to enable a depositor 
to get immediate credit on the checks 
of the good regular customers of his 
business. 

The service applies to checks re. 
ceived for goods sold or services ren- 
dered, and on checks drawn by well 
known business concerns. It does not, 
however, apply to personal checks, for 
it is essentially a service to aid the smal] 
business man who cannot let his capital 
get tied up in check clearings. 

The business man desiring to join the 
plan must first file an application on 
which he is requested to answer a few 
simple questions and list the accounts 
on whose checks he may wish immediate 
credit in the future. The bank then 
checks these accounts confidentially 
and advises the depositor what accounts 
have been approved. A credit passbook 
is then issued to the depositor and he is 
required to present it with all checks 
on which he wants immediate credit. 
Cash is available for such deposits at 
any time during banking hours. 

The charge for the service is % of 1 
per cent of the total amount of the de- 
posit presented for immediate credit. 
The minimum is 60 cents for each de- 
posit. Thus on a $420 deposit in the 
credit passbook, the charge would be 
$1.05. And on a deposit of $180, the 
minimum 60 cents applies. The bank 
also charges a 50 cents investigation fee 
for each account submitted on the 
original application. However, no charge 
is made on accounts rated over $50,000 
by Dun and Bradstreet. 


Research Extended 


WITH A View to adding a further con- 
tribution to North Carolina’s industrial 
leadership, the Wachovia Bank and 
Trust Company of Winston-Salem be- 
comes the first of a group of banks to 
announce adoption of the Research Ad- 
visory Service, developed by Bert H. 
White, vice-president, Liberty Bank of 
Buffalo. 

This is a thoroughly pre-tested me- 
dium of good will and new business 
promotion, offering the services of more 
than seven hundred leading research 
laboratories in this country and abroad 
cooperating in the plan. 

In announcing the service, Wachovia 
stresses the point that industry is al- 
ready “sold” on the value of research, 
but not every company can afford the 
quantity or quality of research it needs. 
A vast amount of duplication takes 
place — technical men slave at prob- 
lems which have already been solved in 
other laboratories. There is a serious 
time lag; it may take a manufacturer 
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years to learn of a new process or 
material which could save him impor- 
tant sums of money. 

The Research Service aims to elimi- 
nate these problems. 


New Club Plan 


For A GOOD MANY YEARS travel club 
plans have been talked up and down by 
railroad companies and steamship lines, 
and with few exceptions nothing very 
practical resulted. Vacation clubs, op- 
erated to a greater or less extent by 
banks in many communities, have fared 
little better—the chief reason being a 
lack of incentive. Now contrasted to 
this situation is the ever-increasing vol- 
ume of tourist traffic, approaching in 
many sections the size of a major in- 
dustry. What then is the answer? 

Perhaps it may be found in concen- 
trating on specific interests or events, 
as is done in the case of a world’s fair. 
And perhaps the recent success of the 
Illinois Central System, with its Save- 
to-Travel Club directed at the 8th Na- 
tional Eucharistic Congress at New 
Orleans, adds still more to this line of 
reasoning. 

The Illinois Central, at any rate, has 
a unique plan which is being currently 
offered to banks by traveling represen- 
tatives. Briefly, the railroad checks 
over special events occurring along its 
route, plans a special round trip all- 
expense tour from different destina- 
tions. Then, as in the case of the Eucha- 
ristic Congress, the railroad issues to 
cooperating banks travel certificates in 
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Albert S. Embler, president of 

the Walden Savings Bank, 

Walden, New York, is now 

president of the Savings Bank 

Association of the State of New 
York 


BANK OF MONTREAL 


Established 1817 


A presentation, in easily understandable form, 
of the Bank’s 


ANNUAL STATEMENT 
31st October, 1938 


LIABILITIES 


LIABILITIES TO THE PUBLIC 


eyable on demand and after notice. 


Notes of the Beni Bank in Circulation . ‘ 
Payable on 


afts issued and outstanding. 


Acceptances and Letters of Credit Outstanding R 
Financial responsibilities undertaken on behalf of customers (see 
off-setting amount in *‘ Resources”). 

Other Liabilities to the Public 
Items which do not come under the foregoing headings. 


Total Liabilities to the Public . ‘ ‘ 


$763,156,945.74 
22,542,921.50 


8,377,574.84 


3,112,201.10 
$797,339,491.49 


LIABILITIES TO THE SHAREHOLDERS 


Capital, Surplus and Undivided Profits 
and Reserves for Dividends . ‘ 76,916,337.39 


This amount represents the shareholders’ jaterest in the Bank, cow which 
liabilities to the public take precedence. 


Total Liabilities ‘ ‘ 
RESOURCES 


- $874,255,828.88 


To meet the foregoing Liabilities the Bank has 


Cash in its Vaults and me on ins — 
Bank of Canada e - $ 88,225,623.35 
Notes of and Cheques on Other 30,37 1,395.13 


in cash on presentation. 
Money of on Deposit with Other Banks ° 33,943,063.62 
vailable on demand or at short notice. 

and Other Bonds and Debentures  440,736,820.55 
Not exceeding market value. The greater portion consists of gilt-edge 
securities which mature at early dates. 

Stocks 159,651.75 
Industrial. and other stocks. Not exceeding market oalue. 

Call Loans outside of Canada . ‘ ‘ 
Secured by bonds, stocks and other negotiable securities of eater value 


than the loans and re senting moneys quickly with no 
disturbing effect on itions in Canada. 


Call Loeas i in Canada 
on and secured by bonds ond stocks of greater oalue 


21,493,005.38 


5,374,980.29 


Prime drafts accepted by other banks. qe 
TOTAL OF QUICKLY AVAILABLE RESOURCES . $620,335,119.92 
{equal to 77.80% of all Liabilities to the Public} 
Loans to Provincial and Municipal researc 
including School Districts . 37,015,594.19 
Other Loans . - 190,687,855.52 
To manufacturers, farmers, merchants oad others, on “conditions con- 
sistent with sound banking. 
Bank Premises 13,900,000.00 


Two pro; a only are carried ii in the nemes of holding companies: the 
stock a py od these companies are entirely owned by the Bank and 
ne on the books at $1.00 in each case. All other of the Bank’s premises, 

value of which largely exceeds $13,900,000, appear under this heading. 


Real Estate, and Mortgages on Real Estate Sold by the 


pono td in the course of the Bank’s business and in process of being 


Customers’ Liability under Acceptances and 
Letters of Credit ‘i 
Represents liabilities of customers on account of Letters “of Credit issued 
and Drafts accepted by the Bank for their account. 
Other Assets not included in the ree ° 
Making Total Assets of . - $874,255,828.88 
to meet payment of Liabilities to the Public f- 797,339,491.49 


leaving an excess of Assets over Liabilities to the Public of $ 76,916,337.39 


HEAD OFFICE: MONTREAL 
NEW YORK AGENCY, 64 Wall Street: A. J. L. Haskell, K. C. Winans, G. R. Ball, Agents 
CHICAGO OFFICE, 27 South La Salle Street: A. Macpherson, Manager 
SAN FRANCISCO OFFICE, Bank of Montreal (San Francisco), #2 California Street: 
F. G. Woods, President 


8,377,574.84 


2,842,976.68 
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New Trust Business 


T 10 deeper you 
dig into the problem of new trust busi- 
ness, the more frequently you strike a 
few recurrent facts. New trust business 
is primarily a case of: 


a) Finding those who can use trust 
services. 


b) Learning how to reach and inter- 
est them. 


c) Developing methods for convert- 
ing interest to action. 


e These points are basic. No program 
of new trust business development can 
succeed for long without them. Many 
are succeeding with these three funda- 
mentals properly handled... through 
Purse services. 


e Purse clients throughout the United 
States are using proven methods to 
reach and interest trust prospects; pre- 
paring them to take action. Purse 
executives can show you what these 
methods can accomplish for you; how 
the A, B and C of new trust business 
can be used to advantage in your 
institution. 


e Write the Chattanooga office for in- 
formation, which will be promptly sent 
you, with no obligation involved. 


THE PURSE COMPANY 
CHATTANOOGA, TENNESSEE 


TRUST 
Est. ADVERTISING 1898 


HEADQUARTERS 


NEW YORK BOSTON CHICAGO «+ LOS ANGELES 
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several denominations. These in turn are given to members 
of the club in receipt for deposits; the member agreeing to 
accept a check payable to the railroad for the full amount 
of the tour at the end of the club period. Each deposit 
entitles the member to a certain discount credit, which, if 
he follows the plan faithfully, results in substantial say. 
ings. If for any reason the complete tour is not purchased, 
the bank refunds deposits on the surrender of certificates, 

The Fort Wayne National Bank, Fort Wayne, Indiana, 
was among the first banks to operate under the plan. Next 
event scheduled by the railroad is the Mardi Gras ip 
New Orleans. 


Chalk Up A Star 

RARE IS THE COMMERCIAL ADVERTISER who passes up the 
“saving” appeal in promoting his product, if it has one; 
this is a basic element in successful selling. But, only in 
blue moons do we find a commercial advertiser bold 
enough to suggest what might be done with that resultant 
saving. 

The case in mind was sponsored by A. & P. Coffee asa 
full page advertisement in the December issue of Woman’s 
Day. The ad ties in, and very effectively, with the popular 
national interest in Christmas Club saving. It anticipates 
in the caption the reader’s shock at finding a teller’s win- 
dow illustrating a coffee ad. “It’s there,” says the sub- 
head, “because A. & P. Coffee helps thousands to save 
money.” It suggests in the copy that the 10 cents saving 
per pound might be a big help to the customer’s 1939 
Christmas Club. 

More advertising of this type should be encouraged. It 
is certain to be reciprocal in one way or another, and for the 
customer who is less likely to save the “‘savings’’, it would 
also be a good thing. 


Choral Groups 


DovuBTLESSLY, the highest note in bank public relations 
is struck when, in traditional style, employee choral groups 
sing their Christmas carols. It is customary, according to 
reports, to hold the carol service in the bank lobby, but an 
increasing number of groups have given programs in public 
places and over the radio this year. 

The National City Bank of New York, as an instance, 
gave a 6 P.M. recital in the rotunda of John Wanamaker’s 
department store. And, on Christmas Eve a mixed chorus 
of 25 employees of The Dime Savings Bank of Brooklyn 
broadcast a half-hour program over Station WMCA, 
followed by the annual Christmas message of president 
Philip A. Benson. 

The male chorus of The Dime Savings Bank is composed 
of 14 employees, four of whom are also members of the 
Apollo Club of Brooklyn. The chorus gives its services, 
gratis, to religious, charitable and civic organizations on 
request throughout the year. Its membership is entirely 
voluntary and is prompted by love for music and the 
desire to promote bank good will. 


Loan Name Contest 


THIS DEPARTMENT carried an item last month describing 
the contest sponsored by the Granite Trust Company of 
Quincy, Massachusetts, for a name best fitting its various 
loan services, and promised to report results. 

The winning name selected was “Granitime Loans”. In 
second place “ Granitime Plan Loans”, and third, “Granite 
Monthliloans”. Because of the unusual amount of interest 
developed in the contest, in which more than 1,400 names 
(CONTINUED ON PAGE 68) 
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Temptation and opportunity combined may, in time, wreck an employee's 


character as termites wreck a building. Outwardly, the man and the building 


are intact. Inwardly, they are destroyed. A bank or business relying on such 
a man is due for losses—unless it carries adequate fidelity coverage in a 


sound, trustworthy company like the F&D...9500 agents...offices in 48 cities. 


FIDELITY, SURETY AND BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 
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OLD LINE STOCK FIRE, MARINE AND AUTOMOBILE INSURANCE 
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INSURANCE OF BUSINESS 
EARNINGS IS VITAL 


MODERN BUSINESS NEEDS 
USE and OCCUPANCY 
INSURANCE 


The annual earnings of modern business frequently exceed 


capital investment and should be as consistently safeguarded. 
Use and Occupancy insurance protects earnings by pro- 
viding a fund which, in the event of a business interruption 
from insurable hazard, replaces net profits lost and offsets all 
continuing expenses which otherwise would have been 


earned. 


BANKERS, MANUFACTURERS, MER- 
CHANTS AND CREDIT MANAGERS 


are invited to 


SEND FOR THIS FULLY 
DESCRIPTIVE FOLDER —> 


which also includes a simplified work- 
sheet for the developement of values 
to be safeguarded when insuring busi- 
ness earnings. 


Copies may be obtained without ed Inquiries regarding Use and Occupancy 
obligation by addressing this Company, f . J Insurance are invited and will receive 
your own Agent, or any Insurance Broker. » prompt and, if desired, personal attention. 


1817) 


Affiliated Companies: 


LUMBERMEN’S INSURANCE COMPANY 
THE RELIANCE INSURANCE COMPANY 
PHILADELPHIA NATIONAL INSURANCE COMPANY 


HEAD OFFICES: 401 Walnut Street, Philadelphia 


METHODS—Continued 


were suggested, the bank awarded 
prizes for the second and third choice, 
The clever originality of the names sub- 
mitted made the selection of the winner 
a rather difficult task. One of the most 
popular suggestions was “All Purpose 
Loans” and many variations of “Budget 
Loans” were also included. 

The bank has taken the winning 
name and designed a very effective 
trademark. The words Granitime Loans 
appear within a clock dial with the 
familiar tower of the bank sketched in 
the center. 


Testimonials 


AN INTERESTING SERIES of advertise- 
ments, based on letters written by in- 
dividuals who, in each instance, have 
been customers of the Merchants Na- 
tional Bank trust department for six or 
more years, is currently run in Mobile 
papers. Each ad carries the caption 
“The Words of Our Clients Give Proof 
of Our Service.” Text is set in type- 
writer style and each quote is published 
with the expressed consent of the writer. 
These are not dressed-up or “imagined” 
testimonials which all too frequently 
show through a poor disguise, but real 
random notes chosen from trust de- 
partment files for their human interest 
and for the customer’s viewpoint of 
service rendered. 

Testimonials, excepting the washy 
type, have proved sales appeal, and a 
perusal of any bank correspondence file 
should bring to light some dusty master- 
piece of good trust copy. In many cases 
one is apt to discover a quality of sin- 
cerity in the impulsive letter which even 
the best of copy writers could not 
duplicate. 


American Business Series 

On A MucH broader scale the St. 
Louis Union Trust Company’s newsad 
series, “American Business’, tackles 


‘the same tax problem. For example, 


Number 10, entitled “How Taxes 
Destroy Jobs and Create Unemploy- 
ment”, cites the cases of a company re- 


| tracting an expansion program; a manu- 


facturer whose prices were forced up 
with resulting loss of sales; an investor 
who hesitates because profits have been 
taken out of investments; a workman 
whose social security deductions de- 
crease his pay — all of which are effects 
of taxation and in result tax jobs out of 
existence. Number 11 of the series 
throws the blame for the current tax 
condition on the mounting cost of gov- 
ernment. Number 12, the final ad, 
stresses the importance of a balanced 
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budget. The sub-head states: “Today 
we are two years nearer inflation than 
when this advertisement was published 
originally.” The last ad of the series 
says: “In pointing out the necessity of 
a balanced budget we speak for several 
thousand beneficiaries of trust estates 
who would be among the first victims of 
destructive inflation.” All statements 
and figures used in the series are cov- 
ered by footnote quotes “from the 
record”. It is interesting to note the 
bold straightforwardness in dealing 
with the tax situation by a metropolitan 
bank and by the two small institutions 
mentioned above. 


Taxpayers Meet 


In Fort Corus (Colorado) two 
banks—the First National and Poudre 
Valley National—rallied citizens re- 
cently to a taxpayers’ meeting with a 
four column newsad. The meeting, the 
ad explained, was called by the Larimer 
County Governmental: Research Asso- 
ciation—a non-partisan body set up 
last Fall to obtain facts on the distribu- 
tion and use of taxpayers’ funds and to 
offer, by public forum, constructive 
criticisms to local government. Subject 
for this particular meeting was an in- 
dependent audit of the county’s finan- 
cial and tax affairs. The town turned 
out en masse. 

Several local bankers served as officers 
and on various committees of the Re- 
search Association. 


Home Economics 


A DEMONSTRATION KITCHEN to which 
housekeepers come weekly for a free 
course of instruction in cookery is one 
of the novel activities of the Savings 
Bank of Utica, New York. Miss Sophie 
B. Hurd, director of the bank’s ever 
popular Home Service Department, 
provides various instructive courses. 
The demonstrations conducted at the 
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kitchen help housekeepers work out some 
of the difficult problems of home budg- 
eting on limited incomes. New and prac- 
tical uses of foodstuffs are taught with 
an object of economy—and this natur- 
ally builds an additional volume of 
savings for the family. With the great- 
est portion of family income spent on 
foods, according to statistics, it is cer- 
tain that this effort to direct wiser buy- 
ing and better use of foods finds a large 
appreciative audience. Furthermore, 
sources for this type of instruction being 
rare, the bank’s effort suggests a new 
and untried road to public relations. 
The department is also an answer to the 


often repeated criticism that banks 
preach saving, but never tell how to 
save. 


The Good Ship 


THE STATE STREET Trust CoMPANY 
of Boston recently distributed a unique 
piece of instruction among employees. 
The job was done via the mimeograph 
on three pages inside a pale green 
printed cover. The slip attached to the 
cover carried this explanation: ‘The 
cover of this folder is an adaptation of 
the old time sailing announcements used 
to advertise the sailings of clipper ships, 
etc., in the era of New England suprem- 


Manufacturers Make More 
“Commercial Loans” 
Than Bankers 


Few bankers lend money for 30, 60, or 90 days without 


security. 


Your commercial customers do it every day. 


Their receivables, money due for sales made, are simply 
a large aggregation of unsecured “‘commercial loans”— 
unless these accounts are covered by Credit Insurance. 


Bankers need not hesitate to make commercial loans 


to Manufacturers and Jobbers on insured receivables— 
need not weigh the merits of each individual account— 
need not concern themselves about possible credit losses. 
Protection for the bank may be written into the American 
Credit Insurance policy, if desired. 


Many large banks indicate their position on Credit In- 
surance, by including in their financial statement blank 
the question: ‘“‘Do you carry Credit Insurance?” 


American Credit Indemnity Co. 


OF NEW YORK J. F. McFADDEN, President 


Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


Va A New Book for Bankers Who 
Make Commercial Loans. . . 


Analyses of commercial loans from the 
banker’s standpoint, facts, figures, and case 
histories of credit losses are features of our 
new book: “An Exposition of Credit Insur- 
ance with Relation to Commercial Banking.” 
Write for a free copy. 

Copyright 1938, American Credit Indemnity Co. of N.Y. 
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acy.” The mimeographed forms written 
with a nautical flavor under the head- 
ing, ‘Sailing with the State Street Trust 
Company”, give a complete summary of 
the bank’s services, objectives, policies 
and facilities. The hypothetical cruise 
through banking facts and the relation 
of employees is inspirational. This is a 
splendid example of what might be 
done to get across an instructional 
manual. 


Meaning of Savings 
CREDIT GOES to the Warren Bank and 
Trust Company (Warren, Pa.) for an 
interesting pamphlet that gives a sound 


view on the question, ‘What Does A 
Savings Account Mean to You?” One 
page lists a series of savings objectives 
—taxes, insurance, vacation, etc. Copy 
tells that the objective saver is the 
small, long-term saver, who, through 
persistence, accomplishes what he wants. 
His cash savings, copy explains, net ex- 
tra discounts when he buys. Another 
page discusses idle money at 2 per cent 
—awaiting other uses. This type of 
saver, equally important to the bank, 
is the short-term saver. He knows his 
earning fund is exempt from the Penn- 
sylvania 8 mill personal property tax 
while it is in the bank, and so nets him 


"A LOCAL HABITATION AND A NAME” 


Time Cannot Dim This Reader Interest 


When it comes to consistent, continual and unswerving 
Readership, no other medium can show such an impres- 
sive record as the Localnews Daily. 

Today, as yesterday, the readers of Localnews 
Dailies are the most loyal in the world. 


In many homes throughout the nation, the same local 
daily papers that have so long pioneered for progress 
are still being read by the second, third and even fourth 


generations. 


And family interest in Localnews Dailies is not 
simply a matter of tradition; it is just as eager and 
thorough now as it was twenty, fifty and a hundred 


years ago. 


For Localnews Dailies make names their big feature. 
These local names make local news. And local news is 
the most engrossing thing in print. It always will be. 
Time cannot dim such reader interest! 


“The more names, the more news” 


LOCALNEWS) WY, 


CIRCULATION OVER 20,000,000 


DAILY 


Copyrighted by The Julius Mathews Special Agency. Newspaper Representatives serving 
: national Advertisers through recognized advertising agencies. 
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much more than 2 per cent compared 
with other taxable investments. This 
folder, appealing to two separate inter- 
ests, finds the happy common denomi- 
nator of all thrift—safe, profitable in. 
vestment of funds. 


Lending Policies 


WITH MUCH cRITICISM from official 
sources aimed at the lending policies of 
American banks, we find in many quar- 
ters a healthy and reverberating come- 
back. Some guns are trained on the 
source of criticism, others ignore the 
sources but take the cue for public 
statements, and still others blossom 
out with a bold and broad catalog of the 


| many and varied loan services available 


to the public. Which of these methods 
is the best, is a question. On one we 
have a report. The new loan series of 
Bank of America obtained with one ad 
such an excellent response that future 
insertions have been delayed. This 
particular ad headline “The Lending 
Policy of Bank of America” goes on to 
tell that it is to provide the soundest 
type of credit best suited to the needs of 
every individual and every established 
business no matter its size. ‘If any man 
or woman of good character and proved 
ability requires money for any worthy 
purpose—for business or personal use, 
no matter how specialized the need, 


| Bank of America has, or will endeavor 
| to provide, the type of credit that will 


be most helpful.” This statement is 
signed by A. P. Giannini, chairman of 
the board. The balance of the ad is 
spotted with 14 classified loan service 


offerings with a full explanation of each. 


Trust Series 


Tue Otp Cotony Trust ComMPANy 
of Boston launches a new trust series 


| tied directly to a mail campaign of small 


reprints in folder-form, enclosure card 
and self-addressed prepaid envelopes, 
mailed to a list of 4,000 prospects. Ob- 
jective: to pull requests for a master 
trust booklet “Wills and Trust’. The 
campaign theme centers on Boston 
reminiscences and appeals to people old 
enough to be thinking in terms of the 
future of their families. The “remem- 


| ber” approach goes back to familiar 


events of the past and draws out con- 
trasts or lead points which emphasize 
the needs and advantages of trust serv- 
ice today. “Remember Denman Thomp- 
son in ‘The Old Homestead?’’’, an ex- 
ample, tells how this beloved character 
thrilled his audience during an era of 
security and prosperity—a period 
wherein management of property pre- 
sented few of the present-day com- 
plexities. 
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24: Billions of Savings 


By W. ESPEY ALBIG 


Mr. ALBIG, Deputy Manager of the 
American Bankers Association, recently 
compiled a report on savings deposits and 
depositors in American banks and trust 
companies, which has been published by 
the Association’s Research Council. The 
following article is part of that report. 


, jew gain over the previous year in 
savings and time deposits in the 
banks and trust companies of the 
United States as of June 30, 1938, is 
$133,557,000, or .55 of one per cent. The 
total in savings accounts and time 
certificates as of that date aggregated 
$24,625,514,000 on the basis of reports 
received by the Savings Division of the 
American Bankers Association. The 
increase in savings which began four 
years ago following the upward swing 
in business has continued even in the 
present depression, although the rate 
has slowed down from that noted a 
year ago, before the onset of the reces- 
sion, which now happily seems to be 
clearing up. 

The increase, though slight, has not 
been general. Contrary to usual condi- 
tions, the New England states without 
exception have lower deposits than re- 
ported a year ago. This is true also of 
the West Central states as a group al- 
though two of them, New Mexico and 
Oklahoma, show a slight increase. New 
Jersey, Virginia, West Virginia, South 
Carolina, Kentucky and Michigan are 
also included in the list of states where 
savings deposits are less than those 
registered one year earlier. The average 
savings for each inhabitant of the 
United States is $191, remaining con- 
stant with last year. 

The number of savings depositors has 
increased to 44,548,914, a gain of 
322,736 or .73 per cent. In the number 
of depositors this is a far cry from the 
53,188,348 depositors registered in 1928. 
Since that time there has been an in- 
crease in population of 9,260,000 so that 
a comparable figure for the year just 
passed would be 56,911,532. 

The tabulations show that of the total 
savings deposits of more than $24,000,- 
000,000, $10,000,000,000 were carried in 
the mutual savings banks, $3,969,- 
195,000 in state banks, $2,867,453,000 
in trust companies, $38,855,000 in 
private banks and $7,598,601,000 in 
national banks. 

During the year, national banks in- 
creased by 16, while state banks de- 
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creased by 123. Although the trend of 
the year would seem to be toward na- 
tional banks and away from state 
chartered institutions, the reports cov- 
ering savings deposits showed the great- 
est increase among the state chartered 
institutions. 

Postal savings redeposited in banks 
amount to $103,772,000, about $13,- 
000,000 less than a year ago. The total 
amount of deposits in postal savings as 
of June 30, 1938, amounted to $1,251,- 


723,367. Therefore, only 8 per cent ot 
the money deposited in postal savings 
throughout the country had been re- 
deposited by the Post Office Depart- 
ment in the banks of the country. 
Deposits on time certificates amount 
to $1,906,314,000, a decrease in one 
year of $220,225,000, or 10 per cent. 
The time certificate of deposit is 
usually regarded as an instrumentality 
for banking funds for which the owner 
has a specific purpose in the not distant 


BROAD FACT-FINDING 
FACILITIES FOR 
CORRESPONDENTS 


A value worthy of note that arises out of correspondent 
relationships with The Northern Trust Company is the 
opportunity to take advantage of this institution’s exten- 
sive sources of business information. Banker customers 
appreciate, too, the fact that The Northern Trust Com- 
pany’s fifty years of experience in banking and trust 
matters is often helpful in solving their problems. Other 
bankers in search of a Chicago correspondent are urged 
to keep these factors in mind. 


Gifticth Anniversary 18891989 
THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 
Member Federal Deposit Insurance Corporation 
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future. Thus the volume fluctuates 


tions of the country, however, bank year, 7.7 per cent. 
customers have not become habituated Demand deposits combined with 


are they encouraged in its use by banks. total of individual deposits. As of June 
In consequence money which on the 30, 1938, that figure for continental 
eastern seaboard or on the Pacific coast United States stood at $47,831,403,000, 
would be deposited on pass book, in a decline of $2,219,732,000 from last 
some other areas is deposited on time year’s figure of $50,051,135,000. Thus, 
certificates. aside from last year, individual deposits 

The time certificate of deposit, over remain higher than any year since 1931 
a period of years, has been declining in when they stood at $47,889,083,000. 
favor of the deposit on a pass book. The decline in individual deposits is not 
Fifteen years ago 15.6 per cent of total reflected in savings deposits but in de- 
savings was represented by time certi- mand deposits. It was remarked in our 


Correspondents 


in all states of the Union 
and 


in all principal cities abroad 


expedite the business 


of this Bank’s customers 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 


Member Federal Deposit Insurance Corporation 


ficates of deposit; 10 years ago, 6.8 per 
greatly from year to year. In some sec- cent; 5 years ago, 9.9 per cent and this 


to the use of the savings pass book nor time and savings deposits make up the 


statement a year ago that demand 
deposits had increased during the year 
by a much greater degree than savings, 
the gain being at the rate of 8 per cent 
against 4.4 per cent for savings. This 
year, while the increase in savings 
deposits was .55 per cent, the decrease 
in demand deposits was 8.8 per cent. A 
year ago, savings deposits comprised 49 
per cent of the total individual deposits, 
while this year they account for 51 per 
cent of the individual deposits, 


NEW YORK DECREASE 


AS is naturally to be expected, the 
greatest recession in total individual 
deposits occurred in New York where 
the volume is $1,414,191,000 less than a 
year ago. New York constitutes the 
greatest reservoir of commercial de- 
posits in the United States. The run-off 
of business during the past year finds its 
echo in decreased borrowing which in 
turn brings about a reduction of de- 
mand deposits, for basically demand 
deposits are created through loans. The 
decrease generally in demand deposits 
throughout the country indicates that 
the falling off in business has not been 
limited to any one section of the United 
States. 

Not many years ago the claim was 
made that savings deposits represented 
a considerable volume of demand funds. 
Because of the stringent regulations 
governing deposits in savings, no such 
claim as that can now be made. In con- 
sequence, the $24,000,000,000 now in 
savings and time certificates in con- 
tinental United States can be regarded 
as representing pure savings. Included 
in that, of course, is money which 
under normal conditions would flow into 
investments, because savings create 
investment funds. 


REDUCED INCENTIVE 


SAVINGS are normally built up by 
persons who desire to have a compe- 
tence; for the purchase of a home, busi- 
ness, travel or leisure. Because of the 
great amount of financing now done by 
agencies of the Federal Government on 
money raised through taxation, the 
demand for private funds is limited. In 
consequence, the interest rate is low. 
This reduces the incentive toward build- 
ing a competence through deposits in 
savings banks or savings departments. 
For how long a time the Government 
will continue its lending operations is 
not possible to say at this time. It 
would appear that eventually this 
source of funds would be limited. When 
that time arrives, it will be necessary 
for industry to finance itself again 
through accumulated savings. 
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Believe in Time Payments or Not 


T is said that: 

On leases drawn up as early as the 
year 1800 B.C., lessors of property were 
required to keep it in repair, for which 
periodical payments of two shekels of 
silver were made. 


Emperor Crassus in 56 B.C. built 
houses on the outskirts of Rome and 
sold them to subjects on deferred pay- 
ments. 


In ancient Egypt, an individual 
named Pekikhonsu, according to tablet 
receipts found by archaeologists, made 
purchases on a payment down and bal- 
ance over periods. 


In 1807 in this country, a furniture 
house which is still in business sold 
furniture on time payments. 


Bibles were sold on the instalment 
plan in Scotland over a hundred years 
ago. 


Sewing machines have been sold on 
deferred payments since 1857. 


In 1871 the Countess of Blessington 
of France sold French noblemen hand- 
carved furniture on time payments over 
five years to refurnish their castles 
plundered by the Germans. 


At Niagara Falls female aliens were 
smuggled into the United States on a 
time-payment basis, they agreeing to 
pay the smugglers a certain amount 
weekly out of their wages on finding 
employment in this country. 


Recently in Chicago a man paid 25 
per cent down for another man’s wife 
and was haled into court because he 
failed to pay the other 75 per cent. The 


judge then fined both men $100 and | 


gave them permission to work out their 
fines in jail on the instalment plan at 
the rate of $1 a day. 


Today you can have the services of a 
doctor, surgeon, or dentist and pay for 
them on convenient terms. 


In Fort Wayne, Indiana, a rum run- 
ner was allowed to pay a $100 fine in 
$5 weekly instalments. 


In New Orleans when bootleggers 
promised to reform, judges arranged for 
fines to be paid off $10 a month. 


Wives have been bought for years in 
Macedonia on a basis of 25 per cent on 
engagement, 25 per cent on being wed, 
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and the balance in annual instalments 
over a period of years. 


African bushmen also buy wives on 
the instalment plan and, if there is a 
failure to make payments, the girl’s 
father or brothers repossess her. 


A bill was signed to permit the collec- 
tion of judgments in a city court in 
New York State on the instalment plan. 


A city in New Jersey, to increase 


& 


/ 


business, permitted trolley car riders to 
make a down payment on a monthly 
trolley ticket and to pay the remainder 
on instalments. 


The Heller Theatre, Budapest, Hun- 
gary, established a deferred payment 
plan for the purchase of tickets. 


Taxes in many states can be paid on 
the instalment plan. 


Automobile licenses in Arkansas 


Protect Against the 


MAN of 1000 NAMES 


Today he is John Jones, yesterday Thomas Smith, to- 
morrow anyone whose handwriting he copies. The forger 
has 1000 names because he lives by borrowing signatures. 


You lose when you lend your signature. For your 
signed name, even borrowed and faked, is a key to wealth. 
Once on the dotted line, it releases to the forger, money, 
securities, merchandise . . . your own or your institution’s. 


Forgery insurance is important to banks, companies 
and individuals because it reimburses for loss that is 
created by the Man of 1000 Names. 
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can be purchased on convenient pay- 
ments. 


prospective parents of babies to pay $5 
monthly to defray the expense of the 


Aviation instruction schools adopted Stork’s visit. 


time payments for tuition to spur inter- 


4 a A Wichita, Kansas, judge allowed a 
est 1n aviation. 


speeder to serve his sentence in instal- 
ments of four and one-half hours each 
day in jail for a week. 


A hockey league purchased a player 
on convenient terms. 


The U. S. Navy Department placed 
on sale 19 decommissioned destroyers on 
the basis of 20 per cent down and the 
balance in instalments. 


A Vancouver, Washington, judge 
allowed a man to serve his jail sentence 
of 45 days in instalments of 15 days 
annually for three years during his 
Portugal arranged to buy a portion vacations. 


of its navy on easy payments. In Newark, N. J., $10 pipes are sold 


A Chicago hospital arranged for for 50 cents down and 50 cents a week. 


& OUTSTANDING FEATURES 
of our 
Investment Advisory Service 


for Banks 


1. Weekly Tabular Review of Investment Market, 
covering approximately 2,200 listed bond issues. 


2. Monthly Review, covering unlisted bonds that are 
actively traded. 


3. Monthly tabulation of all listed and active un- 
listed bonds classified as Group 2 under the re- 
vised examination rules, together with the 18 
Months Average Price. 


4, Semi-annual Corporate Analyses, comprising 
condensed tabulations of balance sheet and in- 
come statements. 


5. Detailed periodic analyses of bond portfolios, 
upon request. 


6. Advice on specific investment problems. 


7. Complete facilities of our Government and Mu- 
nicipal Bond Trading Department. 


8. Safekeeping facilities for securities, without 
charge. The use of this service in conjunction with 
purchases and sales through our Government 
and Municipal Bond Trading Department results 
in considerable saving in postage and insurance. 


This comprehensive service is available to finan- 
cial institutions throughout the United States. 


MANUFACTURERS TRUST 
COMPANY 


Investment Advisory Division 
55 BROAD STREET, NEW YORK 
Member Federal Reserve System 


Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


In Chicago you can purchase civic 
opera tickets for a dollar down and ten 
weeks to pay. 


In Boston they sell canaries on the 
basis of 80 cents down and 50 cents qa 
week. 


Pet stores are selling dogs and other 
animals on easy payments. 


Aeroplanes today can be purchased 
with a down payment and instalments 
to cover the balance. 


Locomotives can be purchased on the 
instalment plan. 


A transportation line offers a trip to 


‘Europe on the basis of 25 per cent down 


and the balance over a year. 


A New York hospital offers its service 
on an arrangement of one-half down on 
admission and the balance in ten weekly 
payments. 


The Japanese sold China the big guns 
of Woosung Forts on an instalment 
plan. As past payments were not made, 
they were repossessed by the Japanese. 


Plumbers in Provo, Utah, may obtain 
licenses on the instalment plan. 


Life insurance has been purchased on 
a weekly, monthly or quarterly basis 
for years. 


Of course, we have known that pi- 
anos, farming implements, washing 
machines, automobiles, radios, vacuum 
cleaners, and other household appli- 
ances, machinery and equipment of 
every description are being sold on time. 


In the last few years, painting, heat- 
ing, plumbing, ventilation, roofing and 
various other products which are real 
investments in improving living condi- 
tions and preserving equities in build- 
ings as well as reducing the cost of 
maintaining and operating property 
have been available to the public on 
convenient terms. 


Shelter is one of the first three essen- 
tials of life and today people are more 
cognizant of the necessity of improve- 
ments in their shelter than ever before. 
Comfort, convenience and appearance 
are essential to the American standards 
of living. 


Money spent for non-essentials is an 
expense, whereas funds spent for re- 
taining one’s domicile in a livable condi- 
tion are an investment that is economi- 
cally sound. 

L. H. JR. 
Vice-president and Treasurer 
Heating and Plumbing Finance Corp. 
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The Dollar and the Pound 


HERE is abundant evidence that 

American banking and business in 
general have been influenced to a greater 
degree in the past three months by 
foreign political and financial conditions 
than in any similar period since the 
collapse of the Credit Anstalt in 
Austria in 1931. The war scare of the 
September-October crisis doubtless ex- 
plains much of current American anxi- 
ety as to conditions abroad and the 
recent crisis in France has added to the 
impression created by the events of late 
September and early October. Inasmuch 
as the Munich agreement is supposed 
to have removed the fear of war, at 
least for the time being, it is not easy 
to account for continued disturbance 
of international financial relations which 
have been reflected chiefly in the low 
level of sterling exchange and the 
movement of gold out of Great Britain. 

The pound has shown a progressive 
decline since last February, particu- 
larly emphasized during November. In 
the past twelve months it has lost 
approximately 7 per cent of its value in 
terms of the dollar—a very substantial 
loss in view of the tremendous volume 
of trade and financial relations between 
the United States and Great Britain 
and the influence of sterling-dollar ex- 
change upon the rest of the world. 


INTERRELATIONSHIPS 


IN practical exchange operations it is 
the high price of the dollar rather than 
the low value of the pound which 
governs the situation. Also, the pound 
is the funnel through which most other 
European countries pass their remit- 
tances to the United States. A third 
consideration is that the pound is not 


pegged to any gold price; the dollar is. | 
The French franc is pegged to the pound | 
rather than to gold, the new devalua- | 


tion fixing its exchange value in a 
range between 170 and 179 to the 


pound instead of at any value in gold. | 
Thus the pound and other currencies | 
through the pound move up or down in | 
dollar value chiefly in response to the | 


comparative demand for dollars on the 
other side of the Atlantic. The British 
Exchange Equalization Fund is de- 
signed to ease any upward or down- 
ward movement in the pound-dollar or 
pound-franc rate but not to attempt to 
peg these rates at any particular ratio. 
The British intention is to stabilize ex- 
change movements but to allow the ster- 
ling-dollar rate to find its natural level. 

The drop in the dollar value of the 
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pound over a period of approximately 
a year, accordingly, represents a “natu- 
ral” adjustment of the value of the two 
currencies and that adjustment seems 
to indicate a more or less permanent 
weakness in the pound or strength in 
the dollar which has developed in spite 
of tremendous shipments of gold to 
redress it or at least to mitigate the 
weakness. The causes of this situation 
are generally recognized as movements 
of European capital into the United 


States and the abnormal and somewhat 
disturbing large merchandise balance 
in favor of the United States in our 
foreign trade so far this year. The mer- 
chandise balance of upward of $960,- 
000,000 for the first ten months of the 
year indicates that imports of capital 
have been considerably less than was 
formerly believed, but they are, none 
the less, very substantial. 

One reason for continued anxiety 
over the European situation in Ameri- 


ESTABLISHED MARCH 24, 1933 


* 


RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 
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Member Federal Deposit Insurance Corporation 
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can financial circles is with respect to 
Great Britain’s gold position. The 
United Kingdom exported during Sep- 
tember and October over $800,000,000 
in gold, about 60 per cent of which came 
to the United States. Shipments during 
November continued at a lower but still 
a very substantial rate. Under ordinary 
conditions such an outflow of gold 
would place a strain upon the economy 
of any country. Fortunately, however, 
the United Kingdom has been in a posi- 
tion to bear this strain without undue 
embarrassment. Between 1934 and 
1937, inclusive, net imports of gold 
into Great Britain amounted to $2,676,- 


345,000. Little of these net imports 
went into the currency system through 
the Bank of England. Much went into 
the Exchange Equalization Fund, prob- 
ably more into private hoards or “un- 
reported holdings”, as the Reserve 
Board puts it. Even during the current 
year up to September there were net 
imports of gold in Great Britain in the 
amount of $87,757,000. During Sep- 
tember and October net British exports 
of gold amounted to approximately 
$550,000,000 so that the net drain upon 
British stocks up to November 1 was 
around $460,000,000. 

Apparently, however, this does not 


COOPERATION 


WITH LOCAL BANKS 


Central Hanover does not compete 


for business that naturally belongs to 


its correspondent banks. 


Only where there is a practical need 


of a New York account does Central 


Hanover desire any part of the 


business. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


Member Federal Deposit Insurance Corporation 


cover the position of the British Equal- 
ization Fund. It has been officially re- 
ported that at the end of last March 
there was approximately $1,500,000. 
000 of gold in the fund. Unofficial but 
authoritative estimates in Great Bri- 
tain indicate that in the next six months 
—i.e., up to September 30—the Fund 
had lost approximately $825,000,000, 
reducing its stock to $675,000,000 on 
September 30. That seems very low. 
This loss occurred in spite of net ex- 
ports of only $69,912,000 of gold during 
the period. Assuming the correctness of 
the British estimates, it appears that 
private hoards in Great Britain ab- 
sorbed most of the gold given up by the 
Equalization Fund. On the other hand, 
the gold paid out was given in exchange 
for sterling or dollar or other foreign ex- 
change and by using this the Equaliza- 
tion Fund can recoup its gold losses in 
the free gold market in London, but at 
a price. Therein is thie rub, since the 
price of gold in sterling mounts as the 
position of the pound weakens. On 
November 25 the price of gold reached 
149s 1034d, the highest point ever ob- 
tained up to that time. The price on 
September 21, 1931, before Britain’s 
suspension of gold payments was 84s 
934d. The low value of sterling gives 
British manufacturers and traders ad- 
vantage in the export trade but it 
carries with it a threat of serious losses 
to the Equalization Fund and tends to 
increase the cost of living in Great Bri- 
tain itself. Great Britain’s total stock of 
gold is more than ample to meet any 
strain likely to be put upon it but it is 
in the wrong hands. To use any stocks 
in addition to those in the Equalization 
Fund will probably involve considerable 
loss to the Fund. Doubtless the latter 
can protect itself to a considerable ex- 
tent and perhaps altogether by the use 
of its dollar and other foreign exchange. 
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The problem remains as to why gold 
continues to flow in this direction in 
spite of the much vaunted “appease- 
ment” in the European political situa- 
tion. Some of the incoming funds doubt- 
less represent coverage for American 
exports in excess of imports. But there 
can be no doubt that much represents 
the inflow of European capital, al- 
though there are few indications in the 
securities markets that any considera- 
ble movement of European investment 
in American securities has been going 
on. Foreign bank deposits in American 
banks have been increasing somewhat, 
but at the end of November such de- 
posits in reporting member banks were 
less than $100,000,000 more than on the 
same date a year ago. 


THE TRIPARTITE AGREEMENT 


MEANWHILE there is considerable 
speculation as to what the tripartite in- 
ternational currency agreement really 
amounts to aside from the free interna- 
tional movement of gold as between 
central banks. The agreement has not 
prevented successive devaluations of the 
French franc, a notable slump in ster- 
ling exchange, or the continued piling 
up of a tremendous stock of gold in this 
country. Perhaps it was not meant to 
do so. Back of the international move- 
ment of funds are forces which no 
amount of international cooperation 
can wholly control. The general politi- 
cal situation in Europe is still an 
indefinite but none the less serious 
threat to world finance. The situation 
in France is still so precarious that it 
is not at all certain that the govern- 
ment at Paris can maintain even the 
lowest rate for the franc established in 
the latest devaluation. More than one 
European country has sent portions of 
its stock of gold to the United States or 
Canada for safe keeping. 

Naturally these conditions are re- 
flected in American business sentiment 
and it is remarkable that they have had 
so little effect—an indirect but signifi- 
cant indication of the increasing sound- 
ness of the business situation in this 
country. Apparently the only antidote 
to the general threatening outlook is 
the prospect of a revival of international 
trade which will not only restore some 
measure of international confidence but 
will also have the practical result of 
reestablishing a better international 
balance. Perhaps the reciprocal trade 
agreement with Great Britain will 
have some effect in this direction. 
Certainly present conditions cannot 
continue indefinitely without ultimate 
disaster to all nations concerned. 

G. E. A. 
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STEP UP Your Installment Loan Business 
with this 


New Method of Merchandising Bank Credit 


EVEN-DOLLAR 


PLAN 


TRADE MARK 


MONTHLY PAY LOANS 


If you want to set up a personal loan department, to revitalize 
your present department, or to popularize equitable install- 
ment loans and to facilitate your work in making them, 
investigate this new and evolutionary loan system, invented, 
tested, and thoroughly proved in practice by a bank cashier.* 


FAST-SELLING, EASY-BUYING, ONE-PRICE SYSTEM 
now applied to your bank’s credit process in 
CLEARLY LABELED, STANDARD, PACKAGED LOANS 


The Even-Dollar Plan is an ingen- 
ious system that serves as a slide 
rule covering all credit advances re- 
quiring monthly payments. In one 
eyeful it flashes all the figures that 
form a complete picture of any pro- 
posed loan. The plan comprises a 
voluminous, graduated line of ready- 
made loans, discounted at 6%, 7%, 
or 8%. Each visualized loan has the 


same, gross, net, discount, term, and 
payments for all borrowers, and can 
be located as easily as you find any 
name and number in a telephone 
book. The program of promotion is 
flexible to the needs of any bank. 
Extra prestige and profit will reward 
the first bank to offer the Even- 
Dollar Plan in your city or town. 


*Name and connection sent on request. 


Write today for concise, mailed information. 
Your inquiry will entail NO OBLIGATION. 


LEVEY PRINTING Co., Even-Dollar Dept. 
FOUNDED IN 1848: NOW IN OUR 9l1sr YEAR 


250 West Ohio St., INDIANAPOLIS, INDIANA 


THE TALE OF TWO BANKERS 


On MAN without investigating first, bought only Fire insur- 
ance. The other believed in adequately protecting his property 


at lowest rates, so consulted his local agent who recommended 
MUTUAL fire insurance. Which one do you think showed 


better judgment? 


PAWTUCKET MUTUAL Fire Insurance Co. 


Incorporated 1848 


Pawtucket, Rhode Island 
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JUST THE TINKLE | 
OF | 
A LITTLE BELL 


But It Has Meant A Lot 
To Many People 


It was just a little bell, 
perched atop a coiled 
spring over the entrance 
to Lyman _ Stockbridge’s 
merchant tailoring estab- 
lishment in Hartford. It 
vibrated melodiously every 
time the door was pushed 
open; and it tinkled with 
few pauses that day in 
1854 when the corporators 
of The Phoenix Insurance 
Company assembled 
amidst the cutting tables 
and pressing boards in the 
shop, to plan their first 
official meeting. 


Thousands of people 
have since crossed the 
threshold of The Phoenix. 
The bell has disappeared. 
But the organization still 
echoes to the inspiration 
of its founders as many a 
homeowner can testify. 
Since June 21, 1854, this 
Company has paid out, 
to help rebuild property 
of all kinds, over one 
hundred and eighty-two 
million dollars—a tremen- 
dous contribution to the 
welfare of America. Cit- 
izens of great and little 
degree are numbered 
among the policyholders 
of this “Time Tried and 
Fire Tested” capital stock 
fire insurance company. 


SINCE 1854 


THE PHOENIX 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Capital, - - -  $6,000,000.00 
Surplus to Policyholders, $44,807 ,872.44 
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Bank or Government Credit? 


Washington, D.C. 

— threat, or promise if you will, 

that, if banks refuse to broaden 
their loan policies so as to include many 
lines of credit now considered necessary 
by Federal authorities, Government 
agencies will step in and take their 
business from them is doubtless quite 
as real at a time of decreasing commer- 
cial and industrial credit as it would be 
were the trend in the other direction. 
Just how far this rule may apply to 
present conditions, however, is not so 
certain. 


THE SCORE STOOD — 
IN the first nine months of the current 


| year total loans in the reporting mem- 
| ber banks in the Reserve System fell 
| off by $1,146,000,000. Since there was 
| an appreciable rise in business activity 
| during the last three months of this 
| period it might be expected that loans 


outstanding in Government credit agen- 


| cles would increase proportionately. As 


a matter of fact total outstanding loans 


| in all Government agencies decreased 
| during the period by approximately 


$42,000,000. But this decrease was the 


| result of certain definite long term 
| trends, especially in the way of liqui- 
| dating loans in emergency organiza- 
| tions. In lines of credit in which Govern- 


ment agencies directly compete with 


| commercial banks there was a substan- 
| tial increase in outstanding loans. 


THE HOLC DECREASE 


THE chief decrease in Government 


| loans was in the H.O.L.C., whose 


outstanding mortgage loans during the 
period fell off by $176,000,000. In the 
nine-month period, however, the Cor- 
poration’s holdings of real estate in- 
creased by $90,000,000 so that the 
actual decrease in loans by more or less 
normal liquidation was only $86,000,- 
000, which may be taken as normal 
amortization of outstanding credit. 
There were also decreases of $32,000,000 
and $40,000,000, respectively, in out- 
standing Federal Land Bank and Land 
Bank Commissioner loans, which rep- 
resent amortization in excess of new 
loans put out. On the other hand there 
was an increase of $32,600,000 in out- 
standing loans of the Production Credit 
Corporations and crop loans, most of 
which come rather directly under possi- 
ble commercial bank credit. 

Loans of the Commodity Credit Cor- 
poration increased by $126,000,000, but 
to what extent these loans can be 


counted as being in competition with 
banks depends upon how much credit 
farmers might have sought from the 
banks at normal price margins had 
there been no system of governmental 
loans at artificial price levels. Loans 
outstanding in the Home Loan Bank 
system decreased during the period by 
$11,000,000, which means that its dis. 
counts for member institutions de- 
creased by that amount. But outstand- 
ing loans of the Federal Savings and 
Loan Associations which it sponsors 
increased by many millions of dollars. 


RFC ADVANCES 


TOTAL loans outstanding in the 
R.F.C. decreased by $16,000,000, but 
the Corporation’s direct loans to in- 
dustry and commerce increased by $24.- 
000,000, its Federal National Mortgage 
Association has put out $53,000,000, 
and other subsidiaries considerable ad- 
ditional amounts. The Maritime Com- 
mission reduced its loans by $21,000,000 
while the Rural Electrification increased 
its loans by over $60,000,000. The Farm 
Security Administration has put out 
approximately $114,000,000 in the nine 
months in loans and grants. 


THE TRENDS 


THE entire credit situation, of course, 
is very mixed and it would be unwise to 
draw any very definite conclusions as 
to the relations of the banks and the 
Government lending agencies in it. 
Aside from relief loans or loans made by 
Government agencies in pursuance of a 
governmental policy, however, there is 
more to be said for the trend than for 
the actual amount of credit put out by 
either banks or the Government’s 
agencies. In short term farm credit the 
trend is distinctly in the direction of the 
latter. In industrial loans the trend also 
is in the direction of governmental 
agencies but in no very marked degree 
and banks are participating in such 
loans to the extent of approximately 20 
per cent in the R.F.C. and 45 per cent 
with the Reserve Bank. It is doubtful 
if the actual situation in this matter 
can be known until there is a more 
definite and increased demand for 
business credit. Meanwhile banks are 
giving careful and prayerful considera- 
tion to the matter of term loans under 
pressure from Federal authorities and it 
may be expected that in due time 4 
sound and satisfactory policy will be 
evolved. 
GrorcE E. ANDERSON 
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A Short-Cut Check Analysis 


ONTHLY checking account analy- 

sis would probably be more widely 
practiced if it were realized how simple 
is the method and how little time it re- 
quires. One new plan of analysis follows: 
(1) Each account is figured at the end 

of each month to show the dollar-day 
accumulation for the month. It is not 
converted to an average ledger balance 
at this stage. A rotary type calculator 
in which the upper dial may be used as 
a date control is the speediest way of 
making this accumulation. The opening 
balance is set up in the keyboard and 
multiplied by the number of days until 
balance changes. The upper dial thus 
reads the same as the date of the month. 
When a balance changes, the keyboard 
is reset to the new balance and multipli- 
cation is continued until it changes 
again. It is not necessary to clear any 
dials or to write down any figures until 
completion of the work, at which time 
the upper dial will read 30 or 31 depend- 
ing upon the days in the month. The 
individual dollar-day products accumu- 
late in the product dial of the calculator, 
and the final result should be copied to 
the account card as “dollar-days for 
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month”, usually figured in hundreds. 
(2) The dollar-day float may be fig- | 


ured at odd times during the month or | 


weekly, using either an accumulator 
type key-driven calculator or a rotary 
calculator, merely entering the amount 
of each check to be collected and multi- 
plying by the days required to collect. 

The total dollar-day float is then 
noted on the final deposit slip and car- 
ried forward as the batches are com- 
pleted. If no slips are figured until the 
end of the month, there need be no 
copying of intermediate results, but if 
the work is spread it will require the 
copying of a sub-total. 

We are now ready to calculate the 
average ledger balance, average collected 
balance (equals average ledger balance 
minus average float), and monthly 
earnings. To do this requires prelimi- 
nary calculation of a factor that is con- 
stant for any bank. To illustrate, as- 
sume the reserve is 15 per cent and 
earnings 3 per cent per annum. In 
this case, the earnings on $100 for one 
day after reserve has been deducted 
will be .85 x 100 x .03/365, or .00699. 
This factor is set up in the keyboard at 
the extreme left. At the extreme right 
of the keyboard there is set up the 
reciprocal of 31 (days of month) multi- 
plied by 100. This is 3.226. On a 10 
column calculator the keyboard thus 
reads 6990003.226, which is a constant 
setup for any 31 day-month. The de- 
termination of the desired analysis 
information is then obtained by a simple 
two-step calculation as follows: 

(A) Multiply the above constant by 
the dollar-day accumulation from the 
ledger card expressed as hundreds of 
dollars; thus, 75620 dollar-days would 
be regarded as 756. The average ledger 
balance appears in the product dial of 
the calculator at the right end. Copy 
it to the analysis slip. 

(B) Reverse multiply by the dollar- 
day float, expressed as hundreds; thus, 
8700 dollar-days is written as 87. The 
average collected balance appears in the 
product dial at the right in the place 
where the average ledger balance was 
shown. The monthly earnings appear in 
the product dial at the left. Upon copy- 
ing both answers, the product and 
upper dials are cleared, leaving the 
constant in the keyboard ready for 
the next account. 

LAWRENCE E. Boyp 
District Sales Agent 
Marchant Calculating Machine Co. 
Newark, N. J. 


| IMPERIAL BANK 
OF CANADA 
\64th ANNUAL STATEMENT 


| | Year Ending October 31st, 1938 
BALANCE SHEET 
Liabilities 
$ 5,573,813.00 


$ 1,835,563.01 


ernmen' 8,439,504.99 
posits by the Dube 
not bearing inte’ 36,084,302.09 
c 


95,203,906.69 
141, 563,276.78 


B 
and ‘Banking Corres- 
pondents in the United 
Kingdom and Foreign 
Countries 
3,376,973.13 
$150,514,062.91 
Aeeresenees and Letters of Credit Out- 
967,468.18 


649,375.51 


$167, 518.21 21 


Assets 
766.13 


Gold held in Canada... $ 
Subsidiary Coin held in 
Canada 353,205.24 
Notes of Bank ofCanada  5,160,278.00 
— with Bank of 
9,398,018.81 


Notes Char- 
tered B 431,195.00 
‘and Bank 
Notes other than Ca- 
nadian 71,007.78 


~ it with the Minister. of Finance for 
e security of age circulation 
Senne on other Banks 
Sees with and balances due by other 
Chartered Banks in Canada 


$ 15,414,470.96 
289,516.10 
7,765,289.59 
622,687.61 


__2,809,896.19 
26,901,860.45 


spondents elsewhere than in Canada. 
Dominion and Provin- 


within two years, not 
market 
v $16,048,031.09 
Other’ ominion and 
Provincial Govern- 
ment direct and guar- 
anteed Securities, not 
market 
33,458,273.53 
Canadian Municipal Se- 
curities, not exceeding 
5,071,147.84 


49,648.67 
54,627,101.13 


Stocks, Debentures, 
Bonds and other 
curities, of a sufficient 
marketable value to 
cover $ 5,454,381.82 
Loans to Provincial 
6,354,077.60 


Municipalities and 
School Districts 7,857,618.62 


Current Loans and Discounts in Canada, 
not otherwise included, estimated loss 
provided for 58,274,754.89 

Non-current Loans, estimated loss pro- 
vided for 265,543.55 

Real Estate other than Bank Premises 220,639.07 

atestanaes on Real Estate sold by the 

344,337.06 


5,946,044.33 


19,666,078.04 


Bank ae, at not more than cost, 
ss amounts, if any, written off 
Liabilities of Customers under Accept- 

— and Letters of Credit as per 


ontra 
Other Aaseta not included under the 
foregoing heads 


967,468.18 


93,691.51 
$167,307,518.21 


A. E. PHIPPS, H. T. JAFFRAY, 
Pres General Manager. 
AUDITORS" REPORT TO SHAREHOLDERS 
a. report to the Shareholders of the Imperial Bank of 


“Th. at we nave examined the above Balance Sheet as at 
3ilst October, 1938, and compared it with the books at 
Head Office ‘and with the certified returns from the 
Branches. We have obtained all the information and 
explanations that we have required, and in our opinion 
the transactions of the Bank which have come under our 
names have been within the powers of the Ban 
In our —— the Balance Sheet discloses the true 
“ce of the Bank, and is as shown by the books of the 
Bank 


A. B. SHEPHERD, F.C.A 
of Peat, Marwick, ‘Mitchell & Co. 
D. McK. McCLELLAND, F.C.A. 
of Price, Waterhouse & Company. 
Toronto, 15th November, 1938. 
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Dividends declared and 
Balance of Profits as per 
1n- Profit and Loss Ac- 
$24.- 
Sage 
000 
’ 
ad- 
,000 
ased 
‘arm | 
out 
nine Due by Banks and Banking Corre- 
S$ ect and g teed 
ap 
rse, 
\0 wed 
3 | 
gst givt 
tures and Stocks, not 
xc 
Call and Short (not ex- 
ceeding thirty days) 
0 N G N Loans in Canada on 
She 
f tid 
$ 
| 
= 


Bank Robbery Insurance Rates and 


Territorial Classifications 


Territory la (N.Y. STATE ony) 
Terarrory |! 
Territory 2 
TerRRiTorRY 3 
BBZA Territory 4 


Here is a picture of bank robbery insurance rates as currently applicable to the various states. Because of the reductions 
granted since BANKING published similar data in July 1936, the Insurance Committee of the American Bankers Association feels 
that up-to-date information may be — to — » at least for the p of auditing robbery premiums. 

ata and the 4 


It should be remembered that the 


groupings apply to 


aylight “Robbery” (commonly known as “holdup”) 


coverage under bank burglary and robbery policies and not under Insuring Paragraph I which insures against loss through night 


Burglary. 
Although there have been rate changes, the grouping of the states is unchanged from the previous map. 


STATES COMPRISING EACH TERRITORY 
Territory 1a includes New York State only. 


Territory 1 includes these states: 


Connecticut, Delaware, Dist. of Columbia, Hawaii, Maine, Mary- 
land, Massachusetts, New Hampshire, Pennsylvania, Rhode Is- 
land, Vermont, Virginia and West Virginia. 


Territory 2 includes these states: 


Alaska, Georgia, Michigan, Nevada, New Jersey, North Carolina, 
Oregon, Texas, Utah, Washington and Wyoming. 


Territory 3 includes these states: 


Alabama, Arizona, California, Idaho, 


Louisiana, 
Montana, New Mexico and Tennessee. 


Mississippi. 


Territory 4 includes these states: 


Arkansas, Colorado, Florida, Illinois, Indiana, Iowa, Kansas, 
Kentucky, Minnesota, Missouri, Nebraska, North Dakota, Ohio, 
Oklahoma, South Carolina, South Dakota and Wisconsin. 


THE ROBBERY INSURANCE RATES FOR EACH 


TERRITORY NOW IN EFFECT 
Territory 1A (N. Y. State) 
Rate 
Towns less than 1,000 population $1.20 per $1,000 
Towns 1,000 population and over Lae”, ° 


Territory 1 


Each $1,000 of first $5,000 (for money or securities or both, not 
subject to any discount) 
$1,000 over $5,000 


Rate for each $1,000 of first 
$5,000 (for money or se- Rate for 
curities or both, not subject each $1,000 
Population to any discount) over $5,000 
In Towns of 1 to 9,999 , 
** 10,000 to 24,999 
** 25,000 and over 


Territory 3 


Rate for each $1,000 of first 
$5,000 (for money or se- Rate for 
curities or both, not subject each $1,000 
to any discount) over $5,000 
$6.00 
5.00 
3.50 


In Towns of 1 to 9,999 
10,000 to 24,999 
** 25,000 and over 


Territory 4 


Rate for each $1,000 of first 

$5,000 (for money or se- Rate for 

curities or both, not subject each $1,000 

to any discount) _over_$5,000 
$12.00 $8.00 


In Towns of 1 to 9,999 
** 10,000 to 24,999 
** 25,000 and over 


j 
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o BUYERS OF 
ADVERTISING SPACE 


F you buy advertising space today, you have one tremen- 
dous advantage over advertisers of twenty-five years ago. 


Heve you seen Before 1914, men would have given an eye-tooth for the 
Wt tenes! the vital information on circulation which you can have for the 
asking —in A.B.C. reports. These reports give complete, 
tells BANKING’s authoritative facts to guide your buying and to make your 


complete story? advertising more effective. 


A.B.C. reports reveal and analyze NET PAID CIRCULATION—the 
true measure of advertising value. A.B.C. reports answer these three 
vital questions about circulation: how much is there? where is it? how 
was it obtained? The answers give verified information on quantity, 
and an important index on quality of circulation. 


Don’t fail to make use of this great advantage. Before you buy space 
in this or any other publication, get the A.B.C. report. Study it. Deter- 
mine how the circulation meets your requirements. Then buy with 


the knowledge that you are buying wisely and effectively. 


Our circulation is fully audited in our latest A.B.C. report. We are 
proud of this report and will be glad to give you a copy 


BANKING 


Publication JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


A.B.C. = Audit Bureau of Circulations = FACTS as a yardstick of advertising value 
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“Use and Occupancy” 


e The Fire Insurance Association of 
Philadelphia has prepared a form 
showing how to compute required 
use-and-occupancy insurance. Ac- 
tually the term ‘‘use and occu- 
pancy’’ does not adequately de- 
scribe the coverage under this kind 
of a policy. A more nearly correct 
title would be “expected earnings 
insurance”. Loans to business can 
not be considered fully protected 
without such insurance. Bankers, 
therefore, should be interested in 
this leaflet. 


Ink Thrift 


e “Four ounces of ink in a Fount- 
O-Ink set lasted a busy teller for 7 
months in a down-town Los An- 
geles bank” is one of the many 
advantages claimed for its dis- 


tinctive writing sets in leaflets 
issued by the Gregory Fount-O-Ink 
Co. of Los Angeles. Another ad- 
vantage claimed is a saving of 75 
per cent in the ink bill through 
the avoidance of evaporation and 
oxidation. 


Calculating 


e@ There are many operations in 
banks for which the use of a calcu- 
lating machine is of real advantage. 
In the preparation of statistical 
information for management con- 
trol such a machine is practically 
indispensable. The four page, four- 
colored leaflet illustrating the full 
automatic Marchant states that 
this machine is “ geared to the swift 
pace of the modern business world”’. 


Check Control 


@ SAFETY NUMBERING, a booklet 
issued by the De Luxe Check 
Printers, describes a system for the 
control of checks. As the booklet 
States, this system should go a long 


Each month Mr. E. S. Woolley, 
nationally known bank analyst, 
will review current booklets is- 
sued by concerns for the informa- 
tion of the banking market and 
to aid intelligent buying. Readers 
can save money and save time by 
using this department before pur- 
chasing supplies and equipment. 
e Write to BANKING or to the 
companies direct. If you want us 
to obtain any booklets for you 
please write your request to this 
department. If you want advice 
on any operations problem send 
your question to us and we will 
answer it or suggest where you 
can find the answer promptly. 


way toward reducing the ‘no ac- 
count” evil. It gives to all checks 
much of the control feature of the 
specially imprinted checks. Yet the 
cost, it is stated, will not materially 
increase the present expense item of 
checks and passbooks. 


Air Travel 


e250 million passenger miles 
without a passenger fatality’? was 
the basis for the issuance of a Cer- 
tificate of Special Commendation 
from the National Safety Council 
to the American Airlines, Inc. This 
certificate is reproduced in the pro- 
fusely illustrated 20 page booklet 
issued by this company from its 
office at 20 N. Wacker Drive, 
Chicago. The pictures graphically 
show the luxury of present day 
air travel. 


Personal Loans 


e CONSUMER CREDIT, a 33-page 
booklet written by A. J. Guffanti 
and distributed by the Springfield 
Group of Fire Insurance Com- 
panies of Springfield, Massachu- 
setts, is a clear exposition of how 


to operate a personal loan depart. 
ment in a bank. It contains ex- 
planations of different classes of 
loans and is profusely illustrated 
with forms. It should prove of real 
advantage to banks having, or ex- 
pecting to have, such a department. 


Account Collections 


e A PREFACE TO PROFITS is the 
intriguing title of a 19-page book- 
let issued by the American Credit 
Indemnity Company of New York 
and St. Louis. This booklet con- 
tains experience tables of the col- 
lectibility of accounts according to 
age and therefore should be of real 
use to credit managers and those 
analyzing the statements of pro- 
spective business borrowers. It is 
interesting to note how the collecti- 
bility declines as the age increases. 


Bonds 


e The Standard Statistics Com- 
pany, Inc., of New York has pre- 
pared A CriTicaL EXAMINATION OF 
Qua ity-RatTinGs for free distribu- 
tion. This is a colored chart showing 
the present position of every bond 
to which Standard applied a qual- 
ity-rating on January 1, 1938. It 
also shows a minute comparison, 
bond by bond, of Standard’s qual- 
ity ratings and those of three other 
rating agencies. 


Filing 

e New visible filing systems have 
just been placed on the market by 
the Diebold Safe and Lock Com- 
pany of Canton, Ohio. One feature 
of the new equipment is that “‘cabi- 
nets, bases and tops are locked to- 
gether near the front on the left 
hand side with a flexible tongue”. 
These new systems are described 
and illustrated in a booklet issued 
by that company under the title of 
VISIBLE CONTROL. 
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Mutual Insurance 


@ PIONEERS, an attractive little 
booklet issued by the New England 
Mutual Insurance Company of 
Boston, gives a brief history of the 
company from its founding in April 
1835. This, incidentally, was the first 
mutual insurance company to be 
incorporated in the United States. 


Signature Safeguard 


@ ONE GENUINE SIGNATURE AND 
E1GHT FORGERIES are reproduced 
on the cover of a folder issued under 
this title by the Todd Company of 
Rochester, N. Y. The similarity of 
the signatures, which are not trac- 
ings, shows how difficult it some- 
times is to detect these clever imi- 
tations. The ancient Chinese ‘had 
something” when they used thumb 
prints for signatures. They could 
not be successfully imitated. The 
Todd Company claims that users 
of their Protectograph Check Sign- 
ers are likewise safe from imitators. 
This particular folder illustrates a 
low-priced machine for individual 
use. 


Record Storage 


e The Bankers Box Company of 
Chicago recently conducted a sur- 
vey among business of all types and 
sizes regarding the period for which 
different records should be re- 
tained. The results of this survey 
are tabulated in a booklet issued 
by that company under the title 
of MANUAL OF STORAGE RECORD 
PRACTICE. 


Trustee Liability 


“In Massachusetts a trustee held a 
building abutting a busy street in Salem, 
the roof of the building sloping toward 
the street and overhanging it. Snow and 
ice accumulated on the roof and, sliding 
off, injured a passerby, and the trustee 
was held individually liable for the 
injury. (Shepard vs. Creamer, 160 Mass. 
496.)”” 


@ his is but one of the court deci- 
sions in 20 states which are sum- 
marized in a booklet issued by the 
Travelers Insurance Company of 
Hartford under the title of THE 
TRUSTEE Is PERSONALLY LIABLE. 
It is interesting to note in how 
many unthought of ways trustees 
can be held individually liable. 


Management 


e The George S. May Company, 
engineers, of New York, Chicago 
and other cities, issued an elaborate 
220-page book on January 1, 1938, 
explaining the company’s services 
to industry. The first printing was 
exhausted in three months. 

Among other things it reproduces 
letters from many of the 1,910 con- 
cerns served since 1925. 

Recently May has developed a 
bank management engineering di- 
vision which offers banks the same 
management engineering service 
that has proved so successful as an 
aid to efficient management in 
industry. 


Reproductions 


e “ Zenograph”’, a new machine for 
photographing any kind of docu- 
ments from books to single sheets is 
manufactured by the Reproduction 
Corporation of 11 Broadway, New 
York City. It is described and illus- 
trated in a leaflet called QuiICcKER 
AND CHEAPER THAN PHOTO-PRINTS. 


e ‘Do you know of any system used by banks with 
small loan departments to determine the liability of the 
dealers who discount instalment paper, where it is not 
necessarily posted as each individual borrower makes a 
payment, but where a check-up is made every two, three 
or four months?’’ — The Union Bank, Erie, Pa. 


The usual way to control dealer’s liability on dis- 
counted paper is through the use of an indirect liability 
sheet in the liability ledger. Preferably the indirect 
liability sheets are a different color from the direct 
liability sheets and are filed right behind the dealer’s 
direct liability sheet. 

It seems to this department that if the dealer’s in- 
stalment paper runs into any volume at all there would 
soon be difficulties encountered by waiting two months 


or more to make the postings to the indirect liability 
account. 


e “In the ‘Questions and Answers’ department of the 
December issue there is a brief reference to the policy of 
establishing a differential in mortgage interest rates. 
This bank is particularly interested in this idea and if 
you have any further information on the matter would 
appreciate your sending it to us.’” — Glen National Bank, 
Watkins Glen, N. Y. 


The policy seems to be more or less in use among the 
mutual savings banks of the New York Metropolitan 
area, but does not seem to have been adopted to any 
extent by the commercial banks. Even with the mutual 
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savings banks there seems to be no fixed rule. This 
department believes the idea to be a sound one. It 
would seem that borrowers who borrow only 20 per 
cent to 30 per cent of the value of the property and 
amortize the loan over a 3 to 5 year period, should re- 
ceive some consideration over those who borrow from 
50 per cent to 60 per cent and amortize over a 15 to 20 
year period. Banks having experience with such a policy 
are requested to communicate with this department 
outlining their procedure. 


@ We shall be pleased to know what is the Morris Plan 
and in what way does it differ from the other American 


banks. — K. A. Zilkha, Maison de Banque, Beyrouth, 
Liban. 


As originally conceived, the principal purpose of the 
Morris Plan Banks was to make loans to salaried people 
and others on an instalment basis of repayment. They 
required borrowers without collateral to have two “‘co- 
signers’’ who would guarantee repayment of the loan. 
They did not accept deposits subject to check. At that 
time most commercial banks accepting deposits subject 
to check did not make that type of loan. Recently the 
difference between the two types of banks has been 
decreasing. Today a great many commercial banks make 
personal instalment repayment loans and the Morris 
Plan Banks accept deposits subject to check, and no 
longer insist on co-signer loans exclusively. They are 
now, therefore, very similar to other state chartered 
banks, except that they have no trust powers. 
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A TRIP TO 


Nishi 


ROWD moredoing 
ee into each day with 
more resting each night at 
the historic Willard Hotel, 
modernized to suit present- 
day travelers. 


FREE Willard and 
Washington literature — 
write TODAY to 
“The Residence 


of Presidents” 


WILLARD HOTEL 


WASHINGTON, D. C. 
H. P. SOMERVILLE, Managing Director 


BANKERS 
TRUSTEES 
MANAGERS 


With the investment picture chang- 
ing so rapidly you can benefit by 
getting an “outside opinion” from 
Babson’s. 


Check your present bond position 
with our current report which dis- 
cusses the outlook and the types of 
maturities to buy and hold now. 


Complimentary Copy Free 


—Babson s Reports 


Dept. 63-12 Babson Park, Mass. 


Please send complimentary copy 
your current report on the Bond 
Outlook. 
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— STANT vigilance, that watch- 
word in all phases of banking op- 
eration, is also important in the matter 
of a bank’s electric sign equipment in 
order to obtain maximum results from 
the rather considerable capital invest- 
ment involved and to stay the effects of 
obsolescence. 

With research men and laboratories 
constantly improving methods of dis- 
play illumination, alert bankers, by 
keeping step with successive improve- 
ments, can obtain the greatest adver- 
tising results from their signs and post- 
pone the ultimate necessity of scrapping 
them. 

Neighboring merchants are constantly 
stepping up the brilliance and appear- 
ance of their signs and, unless bankers 
do likewise, their investment in sign 
equipment is likely to be reduced in 
effectiveness and the current and up- 
keep costs are likely to prove an inde- 
fensible expense rather than a profitable 
investment. 

For example, to step-up the attrac- 
tiveness and effectiveness of large roof 
signs there has been in use for a few 
years now a new bulb unit. 


VARIETY IN COLOR 


| THIS unit includes either 6- or 10- watt 


bulbs in a specially designed reflector 
shell with a special color lens. The whole 


‘unit, screwed into an ordinary light 


socket, gives the brilliance of 15- or 25- 
watt bulbs. Different colors may be used 
from time to time, lending variety to the 


|sign. For example, one bank in the 


Midwest, which has a great many 
branches and consequently a great 
many signs, has standardized on a dis- 
tinctive green color for all of its signs, 
and at Christmas time uses a few red 


_lenses in some of the letters to reflect 
the red and green holiday atmosphere. 


Some equally interesting improve- 
ments are under way in the field of 


| enclosed signs with opal glass letters. 


There has just been introduced a 
long, luminous tube of a brilliance not 
heretofore obtained by the use of 
ordinary bulbs. These tubes can be had 
|in various colors and, when placed in 
| enclosed signs, will penetrate opal glass 

letters to an extent not heretofore pos- 
sible. In this connection, the bank re- 
'ferred to above is experimenting with 
|a green luminous tube matching the 
color of its roof signs, which gives the 


unusual brilliance mentioned above and 
|competes successfully even with the 
| most radiant of modern signs. The tube 
_uses less current than ordinary bulbs. 


Kilowatt Economy in Advertising 


Banks generally, by being alert for 
the latest developments in the lighting 
and illumination field, can reduce main- 
tenance costs and step up the effective. 
ness of their advertising signs. 

I. I. SPERLING 
Assistant Vice-President 
Cleveland Trust Co. 
Cleveland, Ohio 


Paid-up HOLC 
Loans 


hes Home Owners’ Loan Corpora- 
tion reported early in December 
that it had written “paid in full’ across 
accounts totaling more than $100,000,- 
000, and had checked off its books the 
names of 44,000 American home owners 
who had faced loss of their property 
through foreclosure. 

Charles A. Jones, general manager of 
the H.O.L.C., said the list of fully 
liquidated accounts was growing at a 
rate of about 1,500 a month which was 
50 per cent above the rate hoped for 
originally for 10 years hence. 

These borrowers, Mr. Jones asserted, 
were “the most fortunate of the million 
home owners aided by the H.O.L.C., 
but there are more than 725,000 others 
who are definitely on the way out of 
their difficulties.” 

“Tt should be remembered, however,” 
he continued, “that the great majority 
of those 725,000 still need to be guided 
to complete home ownership; and in 
addition there are more than 132,000 
others who are still doing their utmost 
to rehabilitate themselves. On our abili- 
ty to grant them leniency and considera- 
tion, and to help find solutions for their 
problems rests their chance finally to 
‘come through.’ It is only because the 
majority of them are getting on their 
feet that we are able to help those most 
unfortunate, without a heavy burden on 
taxpayers and the Treasury. Thus far, 
the corporation is carrying on its work 
through its own revenues alone.” 

Ohio leads the nation in the number 
and amount of paid-in-full loans, Mr. 
Jones said. In proportion to the number 
and amount of loans made, however, 
the real leaders are Nevada and New 
Hampshire, which report respectively 
more than one-eighth and one-tenth of 
all their loans fully liquidated. 
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The Growth of Excess Reserves 


NEMPLOYED bank funds, as 

measured by excess reserves of 
Reserve member banks, have attained 
another record high level, and the 
question of possible action by the 
Reserve Board is already mooted. 
Naturally, most bankers are taking 
stock of their situation as affected by 
excessive available credit. No country 
in the world has ever approached the 
position of the United States in the 
amount of possible credit expansion at 
the present time or in the tremendous 
fluctuations which have attended the 
building up of the impressive credit 
structure which the banks now repre- 
sent. In less than seven years the amount 
of available credit which banks could 
lend on the basis of their unemployed 
funds has been multiplied by one hun- 
dred. On the basis of reserve require- 
ments at the beginning of 1932 when the 
change in bank credit policy was begun 
by the Federal Government, the amount 
has been increased over 130 times. All 
this is independent of the even greater 
expansion of credit possible through 
manipulation of the immense gold stock 
now in this country. 


TWO FACTORS 


MUCH of this change is the result of 
manipulation; more of it is due to con- 
ditions over which neither American 
bankers nor the Government of the 
United States have had any control. 
Of the two principal factors in the in- 
crease, the easy money policy of the 
Government exemplified in bond pur- 
chases by the Reserve banks, designed 
to force ready money into the member 
banks and other depositories, is the 
original, the “planned economy ”, cause. 
The other is the imports of gold. 

There are other factors which raise or 
lower excess reserves, such as the ma- 
nipulation of deposits of the Federal 
Government in the Reserve banks or 
commercial banks respectively, the de- 
mand for or the lack of demand for 
credit by the Government or business, 
and so on. 

In the old days when there was 
active demand for credit as compared 
with the amount of credit available, 
banks had little or no excess reserves. 
The average excess reserves in member 
banks in 1929 at the height of the busi- 
ness boom was $51,500,000 as against 
borrowings from the Reserve banks of 
$951,500,000. The average in 1930 was 
approximately $55,000,000 as against 
borrowings of $225,000,000. In the 
early years of the depression decreasing 
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deposits and demand for cash to meet 
deposit withdrawals, hoarding and in- 
creased borrowing by the Government 
kept unemployed funds low. In 1931 the 
average of excess reserves was $90,- 
900,000 as against bank borrowings of 
over twice that amount. In 1932 the 
easy money policy was inaugurated by 
the Government in the way of bond 
purchases by the Reserve banks for the 
purpose of putting funds into the com- 
mercial banks. The average Reserve 
bank holdings of Government securities 


in 1931 was $669,000,000; in 1932, 
$1,461,000,000; in 1933, $2,052,000,000; 
and in 1934, $2,432,000,000, at which 
amount it remained until it was given a 
slight boost last Spring. The more 
powerful factor in building up present 
reserves, however, has been total net 
imports of gold amounting to $5,946,- 
059,000 in the 1932-1938 (up to October 
1) period. 

So great has been the effect of manip- 
ulation and imports of capital that the 
Government and the Reserve banks 
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have attempted at times to reserve 
their credit manufacturing machinery. 
The Banking Act of 1935 gave the 
Reserve Board power to increase the 
required reserves of member banks up 
to 100 per cent of the reserves required 
at that time. In the Summer of 1936 
the Reserve Board used half of this 
power and in the early months of 1937 
in two further bites it used the other 
half. The Treasury Department also 
used powers it possessed in passing 
gold imports to an “inactive account” 
—sterilizing it—at the end of 1936. 
When the impact of the depression of 
1937-1938 was felt, both agencies were 
called upon to reverse their policies. 
The Reserve Board bought $38,000,000 
more Government securities in Novem- 
ber 1937. It reduced its reserve require- 
ments by approximately 134 per cent 
last March and by approximately 13 
per cent more in April. The Treasury 
released $300,000,000 of its sterilized 
gold in September 1937, decided last 
February not to sterilize further im- 


Events A ffecting Increase or 
Decrease in Volume of Reserves 


April 


Jan. 1933 


policy 
March 4, 1933 ‘Bank Holiday” 
March 1933 
in gold begins 
May Post-“ holiday’? minimum 


June 


1933 
1933 


000 of bonds in 6 months 
1933 
of Reserve banks 
1933 
1934 


1934 
1934 
1934 
1934 
1935 
1935 
000 net in 9 months 
1935 
1935 
1935 
March 1936 
ury in Reserve banks 
June 1936 
bonds increases deposits 


July 14, 1936 


July 
Aug. 


Sept. 
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Easy money policy inaugurated by 
Reserve banks’ purchase of ap- 
proximately a billion dollars in 
United States securities in six 


Maximum under original easy money 
Outward movement of $323,000,000 
Reserve’s easy money policy re- 

newed by purchase of $600,000,- 


Maximum under bond buying policy 


Inward movement of gold begins, 
$1,133,912,000 net in 12 months. . 


Renewed inflow of gold $1,453,852,- 


Redemption of Adjusted Service 


Reserve requirements increased by 
50 per cent effective August 15, 


ports of gold up to $100,000,000 per 
quarter, and last April released all of its 
gold holdings. The action taken by both 
agencies in April was in line with the 
President’s business recovery program. 


LOWER INTEREST RATES 


THE net effect of all this manipulation 
and uncontrolled imports of capital has 
been a steady lowering of interest rates 
without any corresponding increase in 
outstanding credit, especially in the 
way of loans. The increase in reserve 
requirements early in 1937 led some of 
the banks to dispose of a small propor- 
tion of their bond holdings and resulted 
in a temporary drop in bond prices, 
although apparently the increase in re- 
quired reserves was not the only factor 
in the situation. At no time, however, 
has there been any material tightening 
of credit in the country at large nor, on 
the other hand, has easy money led to 
the increased use of credit for general 
business purposes. Even under the most 
restrictive action of the Government 


The Excess Reserve Calendar 


Volume of Ex- Dec. 
cess Reserves. 
(Monthly Av- 
erages Unless 
Otherwise 
Indicated.) 


Dec. 
Jan. 


Jan. 31, 1937 
Feb. 28, 1937 
March 31, 1937 
April 
May 
June 
July 
Aug. 
Sept. 


152,100,000 


583,800,000 
416,000,000 


during the past year there has been too 
much loose money lying about for busi- 
ness to be materially affected by the 
reduction in the volume of unemployed 
funds. On the other hand, there have 
been too many other unfavorable ele- 
ments in the general situation for busi- 
ness to call upon the banks for extensive 
credit at any rate of interest. 

Once $50,000,000 in excess reserves 
was regarded as ample to assure credit 
to business on fair terms. It is under- 
stood that the Reserve Board now con- 
siders $500,000,000 as a reasonable 
amount... Nevertheless, with around 
seven times that volume in hand, the 
Board is not likely to do anything about 
it for some time lest even a slight 
gesture in the direction of restrictions 
may put a damper on business. 

BANKING has prepared what may be 
termed an “Excess Reserve Calendar” 
which is published herewith. It presents 
a bird’s-eye view of the excess reserve 
situation over the past several years. 

GrorcE E. ANDERSON 


1936 Treasury sterilizes further imports of 


1937 Reserve requirements increased by 
50 per cent, one half effective 
March 1, other half effective May 


2,152,000,000 
2,078,000,000 
1,398,000,000 
1,594,000,000 
918,000,000 
865,000,000 
791,000,000 

773,000,000 


Secretary of the Treasury release: 


$300,000,000 of sterilized gold stock 


319,100,000 Sept. 
Nov. 
363,100,000 

Dec. 
Feb. 


31, 1937 
794,100,000 14, 1938 


765,700,000 


890,800,000 
1,375,100,000 
1,684,600,000 
1,754,100,000 
1,747,800,000 
2,064,700,000 


March 1938 


March 31, 1938 
April 14, 1938 


2,025,600,000 
2,437,600,000 
2,628,000,000 
2,982,700,000 


Fluctuations in deposits of the Treas- 


2,305,000,000 


2,717,000,000 


14, 1938 


Treasury Department 
further imports of gold up to $100,- 
000,000 per quarter will not be 

Reserve requirements reduced by ap- 


1,038,000,000 


Reserve banks increase holdings of 
United States securities by $38,- 


1,212,000,000 
announces 


1,546,000,000 


President announces plan for busi- 
ness recovery including desteri- 
lization of gold stocks by the Sec- 
retary of the Treasury and further 
reduction of reserve requirements 
by approximately 


13 percent. 


2,875,000,000 


New rush of gold from abroad begins, 
approximately one and a quarter 
billion dollars arriving in four 
months with movement continu- 


. 
Nov. 
Dec. 
Feb. 
proximately 131% per cent effective 
Aug. 1938 
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PROTECTING INVISIBLE VALUES — NO. 2 


“T CAN'T PAY NOW... 


fire cut off my OW.. 


Herculean hazards—fire, explo- 
sion, windstorm—are seldom satisfied 


with the physical damage they do. They 


frequently cause serious interruption of 


business. 

Customers cut off, sales throttled, prof- 
its lost! Yet notes are due, charges out- 
standing, bills unpaid. Creditors cannot 
escape the cruel effects of the catastrophe 
visited upon the merchant. 

Continuance of net profit when busi- 
ness stops is vitally important to banks 
operating or having an interest in mer- 


cantile establishments. For this reason, 


THE HOM 


protection against visible damage should 
be supplemented with insurance that 
compensates for loss of invisible values. 

Use and Occupancy Insurance,a timely 
follow-up coverage, does this by sus- 
taining the insured’s net profit during 
the interruption of business resulting 
from fire or other hazards mentioned in 
the policy. 

Bankers are invited to review with our 
agents the various forms written by 
The Home to protect the invisible values 
from which banks derive income on their 


investment in buildings and business, 
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THE BANK 
OF COMMERCE 


HEAD OFFICE TORONTO 


STATEMENT AS AT 3lst OCTOBER, 1938 


ASSETS 
Cash on hand and due from Banks and Bankers $ 97,139,762.23 
Notes of and Cheques on other Banks. .............-: 19,918,722.18 
Government and other Public Securities. . 2 234,591,618.59 


Other Bonds and Stocks 25,000,921.65 


Call and Short Loans beld of suficient marketable) 3.4. 320,902.12 


Deposit with the Minister of Finance for the purposes of 
the Circulation Fund 1,067,000.00 


Total Quick Assets (65 Pe cent; of Total Liabilities) $409,038,926.77 
Loans and Discounts (After full provision for bad and doubtful debts) 215,745,685.22 


Liabilities of Customers under Acceptances and Letters — 


8,061,317.09 


$ 18,093,838.04 


578,013,236.56 
Bills Payable 11,844.54 


Acceptances and Letters of Credit outstanding 17,753,616.62 


Total Liabilities to the Public $613,872,535.76 


Reserve Fund 20,000,000.00 
Dividends declared and unpaid 609,672.97 


Balance of Profit as per Profit and Loss Account 751,082.51 
$665,233,291.24 


8. H. LOGAN, President A. E. ARSCOTT, General Manager 


577 Branches throughout Canada and other Countries 


Branches outside Canada: SEATTLE; PORTLAND, ORE.; SAN FRANCISCO, LOS ANGELES; 
LONDON, ENG.; HAVANA; KINGSTON, JAMAICA; BRIDGETOWN, BARBADOS; PORT OF SPAIN, 
‘TRINIDAD; NEWFOUNDLAND, AND ST. PIERRE ET MIQUELON 


New York Agency: Exchange Place and Hanover Street 
C. J. STEPHENSON 


N. J. H. Agents. 
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What the New 


LeonARD P. Ayres, Vice-president, Cleveland Trust 
Company, before the Cleveland Chamber of Commerce. 


E coming year now promises to be a period of better 
employment, rising national income, and increased vol- 
ume of industrial production. Building construction is ad- 
vancing and the volume of privately financed building will 
almost surely be greater in 1939 than it has been in 1938. 
Trade and transportation may be expected to expand. There 
seems to be little prospect that commodity prices will greatly 
change, and so we need not fear in 1939 either a flareup of 
inflation or the accumulation of excessive inventory. 

The monthly average of industrial production was 110 in 
1937, and it will probably be 85 or 86 in 1938. It now seems 
likely that its average in 1939 will be about 104, and that it 
will not be higher or lower than that by more than 4 per cent. 

National income seems likely to make a new high record 
for the recovery period and to be a little above the level of 
1937. 

Wholesale prices will probably advance slowly in 1939, 
with their average level for the year above that of 1938, but 
lower than that of 1937. 

Average freight loadings may advance about 15 per cent, 
with the increase probably not less than 10 per cent or more 
than 20 per cent. 

Automobile output in 1939 should be between 30 and 50 
per cent larger than that of 1938. 

Contracts for new construction will probably be larger 
than those of any previous recovery year. They probably 
will be the largest since 1930, but not as large as those of that 

ear. 

The value of department store sales will probably increase 
so that they will be nearer to the levels of 1937 than to those 
of 1938. 


Year Promises 


Spending Ourselves Rich 


| gerne the greatest danger that we face in this country 
is inherent in the fact that we recently purchased a business 
recovery by the expenditure of borrowed money, and now we are 
in the process of buying another recovery by spending still more 
borrowed money. The deplorable result is that our people quite 
generally become convinced that government is primarily re- 
sponsible for business activity. In reality it is as futile for us to 
believe that we can spend ourselves rich as for us to suppose that 
a man can drink himself sober.—CoL. AYRES 


The output of iron and steel is likely to be greater than 
that of 1935, but not as large as the outputs of 1936 and 
1937. The advance from this year’s level may well be be- 
tween 30 and 50 per cent. 

Among series likely to make new all-time high records are 
petroleum refining, output of electric power, tobacco prod- 
ucts, and the average hourly earnings of factory workers. 

Merchandise exports will probably be smaller and im- 
ports higher in value than in 1938, with imports probably 
greater than exports. 

It seems probable that the average price of all stocks 
listed on the New York Stock Exchange will be higher than 
it has been in 1938, and that it will be above the level of 
1935 and below that of 1936. 

The year 1939 will mark the 10-year anniversary of our 
last prosperity. Recovery is no longer merely something to 
be desired; it has become something that is required if we 


are to continue in the path of progress that has made this 
nation great. 


The Forgotten Link 


Wes ey A. GiLMAN, Vice-president, N. W. Ayer & Son, Inc., before the NATIONAL LIFE 


ADVERTISERS ASSOCIATION. 


E cannot preserve democracy piecemeal. To preserve our democracy as individuals, we 
must also preserve democracy in our private institutions, in religion, in government. 


Private institutions must do their part toward the preservation of democracy by making 
themselves understood—by presenting their anatomy in such complete detail that the work- 
ing of every muscle, every tissue, every cell is comprehended. 

There is no question but that amazing progress has been made in humanizing annual re- 
ports these last two or three years. Many of our important companies and corporations have 
done wonders in pulling off the stiff bosom, and taking their annual reports out of formal 
attire. It is true that many sacred cows still remain in the pasture. But successive improve- 
ments with each annual issue indicate that there is an entirely new and fresh attitude toward 
annual reports which is steadily lifting them from the realm of required reading, and putting 
them into the class of interesting, provocative literature. 

The period we have been passing through has seen the birth of many strong and forceful 
phrases. I should like to suggest another. I should like to speak of the “ Forgotten Link’””"—the 
“link” that was forgotten (in the rapid growth of business) between the management’s desk 
and the fireside. Let’s work on the Forgotten Link. Let’s go right to the people and tell them 
our problems. When business is good, let’s tell them and tell them why; when it is bad, let’s 
do the same. Let’s discuss taxes, legislation, plans, aspirations—let’s talk in a friendly and 
neighborly way about everything that affects us that might affect them. 

There is the place to recapture public confidence and hold it. There is the place where 
good, effective, convincing reports can do an excellent job. 
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Term Loans 


E. N. DEKKER, Assistant Vice-president, National City 
Bank of Cleveland, before the AMERICAN BANKERS Asso- 
CIATION CLEARINGHOUSE ROUND TABLE CONFERENCE. 


UST what do we mean by intermediate credit? It is 
credit which is advanced for a period of a minimum 
of one year to, let us say, a maximum of five years. It fills 
the gap which now exists in our financial structure between 
the normal seasonal commercial bank loan and the shortest 
issue of bonds. It is not an advance of permanent capital. 
It is true that the funds are used for capital purposes but 
such loans should ordinarily not be made unless the appli- 
cant’s past record and future prospects indicate that the 
repayment schedule can be met out of earnings. 

If a proforma balance sheet, which should always be made 
when considering intermediate credit applications, reveals 
that the capital structure of the applicant will be inadequate, 
no advance of this nature should be made. Nor should any 
banker be interested in supporting any business whose future 
is questionable due to unsound policies or poor management. 
An effort to do so involves unjustifiable hazard of the 
bank’s capital, and produces no good result for industry as a 
whole. 

In making intermediate term loans, a new approach is 
necessary. Repayment ordinarily is not to be expected from 
liquidation of existing assets. In fact, current assets will 
turn over many times during the life of the loan. The pri- 
mary security is earning power. Management, always of 
great importance, takes on new and added importance when 
money is to be loaned for a period of years. 

In analyzing the annual reports of an applicant for a term 
loan, certain figures assume added significance when con- 
sidered from the management viewpoint. These reports 
should be studied for several prior years. From them must 
be determined how well the applicant has held its position 
within its industry and, also, the progress which it has made 
during the period under review. Careful consideration 
should be given, in the light of business conditions during 
the period, to the sales trend, the trend of earnings, the 
credit policy as revealed by the receivables, and the effi- 
ciency of management as indicated by its inventory and 
receivables position. The disbursement of earnings in divi- 
dends, in officers’ salaries, and in allocations to reserves, will 
furnish an indication of whether management is conservative 
in its policies. The balance sheet appraisal of management 
may be called the tangible factor. 

Of equal importance in our consideration of the risk in- 
volved in making term loans are the intangible factors of 
management. Is the business a one-man business, having at 


for Industry 


its head a strong individual who dominates its policies and 
reserves all authority to himself, or does it have a number of 
capable executives any of whom can operate the business 
profitably under any contingency? Do its larger customers 
speak well of the policies of the company and its product? 
Do its competitors give it a clean record on its operating 
methods, price policy, and quality of product? Are its labor 
relations good? Is its dividend policy sound? Does history 
indicate that, under any foreseeable circumstances, the 
borrower will be able to meet out of earnings the terms of 
the obligation for which it desires to commit itself? A 
thorough investigation of the management factor should 
be a prerequisite to a sound intermediate term loan and 
such loans should not be made if this factor is found to be 
questionable. 

A complete and careful inspection of the plant, machinery, 
and equipment should be made by a competent industrial 
engineer. He should study the plant layout to discover 
whether bottlenecks exist in the operation. He should deter- 
mine whether equipment and methods are up-to-date. The 
condition of the premises as well as the conditions under 
which employees work, should be noted. All information re- 
vealed by this investigation is important in appraising the 
efficiency of the management. 

Because of the greater risk involved in making intermedi- 
ate term loans as compared with ordinary commercial loans, 
applications from any but carefully operated, efficient, units 
should not be granted. These are just a few of the important 
details which should be carefully checked and analyzed in 
studying an application for intermediate credit. Many 
others, peculiar to each individual situation, will suggest 
themselves to credit men. In every case, the investigation of 
the applicant should be that of the investment banker 
rather than that of the commercial banker. 

One feature which should be incorporated in every appli- 
cation is a plan which shows the purpose for which the 
funds are to be used, the anticipated effect on the applicant’s 
business and a repayment program. If the funds are to be 
spent for new machinery and equipment, an exact descrip- 
tion of the items to be purchased and the cost in detail of 
such items should be shown in the application. Consideration 
should be given to the cyclical position of business generally, 
as well as the trend in the industry of the applicant. 

An important feature of every intermediate term loan 
should be the formal agreement between the bank and the 
borrower, which should set forth, among other things, the 
conditions under which the loan is made, the security, if 
any, which is given to the bank, the rate of interest, and the 
steps the bank may take to protect itself in case of default. 


When You Make a Loan 


(Quen you buy a bond it is more or less of an impersonal transaction; when you make a 
loan it is a very personal matter particularly to the borrower. The aid extended by a bank to 
enable a customer to acquire a home is measured not only by the interest rate but by many 
other factors. That borrower, if he receives fair treatment, usually becomes a depositor and a 
customer in other departments of the bank. I know of no better way of building up the de- 
posits and reputation of a bank than through a sound loan policy administered by a capable 
and courteous staff.—WILL1AM A. Marcus, Vice-president, American Trust Company, San 


Francisco. 
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Taxes, Capital, Mortgages 


On this page are quotations from some of the addresses at the 
0th New England Bank Management Conference held at Boston 
under auspices of the Bankers’ Committee of the New England 
Council. 


Improve Our Tax System 


E. A. GOLDENWEISER, Director of Research and Statistics, 
Board of Governors, Federal Reserve System. 


Or thing we ought to do is to improve our whole system 
of taxation. I think we have a system of taxation that 
was conceived at a time when the only purpose of taxation 
was to raise revenue, and the revenue that was needed by the 
Government was a relatively small proportion of the nation’s 
income, and where aside from a certain tendency toward 
Blue Laws to discourage liquor and things of that sort, no 
other considerations entered into the tax system, except col- 
lecting the taxes as painlessly as possible. 

We have got a maze of tax systems, local, state and Fed- 
eral, and they have all been conceived at a different time 
from the present, and they need careful overhauling with a 
view to having taxes not merely calculated to raise the de- 
sired revenue, but also to have no interference in the flow of 
the nation’s income as between consumer and producer. 

We need better planned and more flexible public spending. 
We started talking seriously about balancing the budget in 
1936 and 1937, which was too late. That movement would 
have been much more effective if it had started in 1935. We 
started balancing it, trying to balance it, probably just a 
little bit too late in the business cycle. We have got to find a 
machinery by which the amount that the Government de- 
mands is much more closely and immediately and accurately 
geared into the business situation. We must eliminate lags. 
We must work toward a better consumer buying power, 
because after all the volume of business, with some inter- 
mediate stages, depends primarily on the demand for goods 
by the consumer. That demand, an active, effective demand, 
backed by money in consumers’ pockets, is an essential of 
continuous prosperity. 

‘There are various ways to do that. It is not an easy prob- 
lem and is not going to be solved over night, but social se- 
curity, old age pensions, minimum standards of decency in 
all compensation, leading to larger output, must be carefully 
developed and nurtured in order to be able to keep up the 
economy and the resulting prosperity. 

We need to improve our governmental machinery. We 
must try to eliminate the conflicts of authority and have 
more clearly defined powers and responsibilities. 


Demand for Capital 


J. Harvie Jr., Vice-president, State Planters 
Bank and Trust Company, Richmond, Virginia. 


L joo an upturn in money rates does occur, it seems to 
me most probable that excess reserves will still be 
quite plentiful. I take this view because to my mind capital 
and the supply of money are very different things. Excess 
reserves are part of the money supply, but they are not part 
of capital supply. I can conceive—I do not predict this—of a 
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great, broad, and sustained revival in the demand for capi- 
tal. I do not say it will come, but if it does, it could come to 
such a degree that it would conceivably create a bottle-neck 
in some fields, such as, for example, that of skilled labor. 

Let us speculate a minute. Use as a base deficit financing 
to care for a vast PWA program and rearmament program. 
To this add a demand for capital for construction purposes, 
both residential and eventually industrial. To this add a 
utilities modernization and expansion program. On top of 
this add a necessitous replacement program on the part of 
railroads, and I can visualize that the demand for capital 
would cause a slight tightening in interest rates. 

Now what concerns me is this, that I am convinced the 
mental attitude of the banking fraternity today is geared to 
the supply side of the demand and supply equation. You 
never hear anybody talk about a demand for capital, because 
it has so long been non-existent that you just don’t believe it 
can ever have a rebirth. But everybody speaks about the ex- 
cess reserves and the supply side of the equation, and I think 
that that is a psychologically dangerous position for the 
banking system. 


Essentials in Mortgage Lending 


A. GEORGE GILMAN, President, Malden (Mass.) Savings 
Bank, and President, Savings Banks Association of Massa- 
chusetts. 


| pes of recognition of the following fundamentals per- 
taining to mortgage loaning is the cause of some of the 
difficulties which have occurred during the past 120 years: 

(1) The first fundamental which is so often overlooked is 
stability of income from commercial property which will pro- 
vide a satisfactory rate of return upon the original cost. 

(2) The second fundamental sometimes found lacking is 
the consideration by the appraisal board of the locality, en- 
vironment, and particularly the trend of the population. 
Many mortgages have been written, which, at the time of 
creation, were secured by exceptionally fine realty; but due 
to the change in the locality and environment, which has re- 
sulted in a shift of population, there has been a reduction in 
the desirability, as well as in the asset value of the property. 

(3) The third fundamental and most conspicuous during 
the last 20 years has been the necessity to consider the rapid 
changes in design, character and kind of materials used in 
new buildings. Proper supervision during construction, 
modern appointments and suitability of a structure for its 
intended purpose—all are most essential. Public demand is 
much keener for the modern property. 

It can well be said that it is a good policy to desist from 
financing or loaning upon buildings which have a possibility 
of becoming obsolete in a short period of years. 

In approaching the consideration of a mortgage, the ap- 
plication blank should contain complete information regard- 
ing property; also a plan should accompany the application 
and be filed with the loan papers. 

With a properly prepared application blank, carrying 
essential statements by the prospective borrower, an ap- 
proach can be made for additional information upon which 
to base an appraisal. 
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S. N. PicKarp, President, Wisconsin Bankers Association, 
and President, National Manufacturers Bank, Neenah, 
Wisc., before Wisconsin STATE CHAPTER, AMERICAN 
INSTITUTE OF BANKING. 


_ cry that bankers are not making loans to legitimate 
business borrowers, whether they be large or small, is 
politically inspired and is partly due to a mistaken impres- 
sion that the commercial banks can and should make 
“partnership” loans where the requirements of the prospec- 
tive borrower are really for additional capital funds and not 
not for self liquidating loans of a relatively short maturity. 
Even so, certain of the large city banks have been known 
during this past year to have granted five year serial loans to 
business men and corporations under certain conditions. 
With the existing huge excess reserves, it is obvious that any 
banker in his right mind is eager for additional loans in 
which to invest these idle funds and it is just plain silly for 
anyone to claim otherwise. 

It has occurred to me, however, that few people realize 
the risk element involved in making of loans of a capital or 
long term nature and even of some of shorter term. 

In an analysis of several thousand businesses, statistics 
show that the average life of a manufacturing business was 
seven years and of a retail store seven and one-tenth years. 
Practically every business studied in this analysis died within 
30 or 40 years. In another study it was found that in a cer- 
tain city in ten years there had been established 5,766 new 


Toward Freer 


W. BurceEss, Vice-chairman, National City 
Bank of New York, before the NATIONAL FOREIGN TRADE 
CONVENTION. 


} bese list of barriers to enterprise, national and interna- 
tional, political and economic, is a long one, but in the 
specific field of foreign trade, there are at least two obvious 
handicaps to enterprise which are impressed upon anyone 
who has contacts in the field. One of these is the instability 
of currencies. Visitor after visitor comes in and asks the ques- 
tion, ‘What about the dollar, will it be devalued further?” 
“What about sterling and the franc?” Cables come from the 
Far East, from South America, from Europe, asking the 
same question. In this atmosphere of uncertainty, enterprise 
cannot go forward freely. An exchange risk added to other 
risks discourages undertakings, prevents planning by busi- 
ness, holds back trade, keeps money idle. 

Without raising the question whether currency deprecia- 
tion by the United States was necessary, I think we would 
all agree that two important steps towards the solution of 
the problem of unstable currencies have been taken by this 
country under the leadership of our Secretary of the Treas- 
ury. The first is the steadfast adherence to a fixed gold value 
for the dollar for now nearly five years. The maintenance of 
this single stable value has unquestionably lessened the 
confusion and disorder among currencies and facilitated 


The Task a Banker Faces 


World Trade 


grocery stores, 413 shoe stores, 369 drug stores, and 205 
hardware stores. Within ten years 72 per cent of the drug 
stores were out of business, 79 per cent of the shoe stores had 
been eliminated, 87 per cent of the hardware stores, and 95 
per cent of the grocery stores had disappeared. In one large 
city here in the middle west there are 1,200 stores; 30 close 
every month and 32 new stores start in to take their place, 
At that rate it means a complete turnover every 40 months, 
Some of the businesses last longer than 40 months, but some 
of them do not last that long. It is estimated your average 
business customer will last about 66 months. 

Merely by way of illustration, look at the record of 
manufacturing corporations. Unbelievable as it may seem, 
two out of every five corporations, 40 per cent on an average 
fail to show a profit each year, even in the peak years of the 
boom such as we had in 1928 and 1929. For a period of 14 
years, from 1919 to 1932, net profit on sales for 85,000 
business corporations was only 3.62 per cent. 

The average net profit on the net worth for the 9 years 
from 1924 to 1932 was only 3.95 per cent. For 14 years, from 
1919 to 1932, 46 per cent on an average of 85,000 corpora- 
tions reporting to the Treasury Department were operated 
at a loss, 54 per cent operated at a profit. 

Don’t you believe that if these facts were given to the 
public, they would understand more readily the task that a 
banker faces daily and appreciate that it is for the welfare and 
best interest of all concerned to confine credit extension to 
the economically sound enterprise? 


trade. It has also enhanced the prestige of the dollar in the 
money markets of the world. 

The second step has been the negotiation and continuance 
of the Tripartite Agreement which has placed a check upon 
competitive devaluations, aided in the avoidance of ar- 
bitrary and erratic exchange movements, and above all, 
promoted a fuller mutual understanding between the 
participants. 

Looking ahead it seems clear that a further revival of 
enterprise, and a further expansion of world trade, will be 
greatly aided when fears about the future value of the 
dollar can be definitely set at rest, and when other major 
currencies can be stabilized in a suitable relation to the 
dollar. The main problem, remembering the breakdown of 
the first post-war stabilization, is to be sure that the prin- 
cipal currencies are stabilized in a relationship which under 
the impact of many economic forces may have the best 
possible prospect of permanence. Unhappily, we do not 
know and cannot compute with any certainty what that 
relationship should be. We do know, however, that the 
position of the United States ever since the war has been 
very strong; that the balance of payments has tended to be 
heavily in our favor. 

Discussions of this subject are confused by the use of 
words. We use the term “favorable balance of trade,” to 
mean an excess of exports. But under present circumstances 
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the most favorable development for the United States would 
be one in which, with an expanding total trade, our imports 
of foreign goods would gain relative to our exports. 

That would place many foreign countries which owe us 
money in a position to service their debts. It would help to 
open up again the extension of credits in less fully developed 
countries. It would facilitate the development of trade 
relations with South America. The farmer in particular will 
benefit from such a program, for larger imports at reasonable 
prices improve his standard of life as well as widen the 
market for his exports. Paradoxical as it may seem the best 
way to increase our exports is by increasing our imports. 
Certainly a situation in which we continue to draw funds 
so heavily from all over the world is not a healthy one either 
for us or for others. The application to monetary policy is, 
of course, that we should think of the problem of stabiliza- 
tion not as a competitive struggle with other countries for 
markets, but as an effort to find a position livable for all, 
under which total trade may be largely increased. 

The next step towards this objective is far from clear and 
I have no formula to offer. Consideration should be given, 
however, to the possibility that at the appropriate time a 
solution might be reached most promptly by our stabilizing 
definitely, as the country in the strongest position, and let- 
ting other countries adjust to us. Such an action might exert 
the strongest possible pressure for stabilization by others, 
for I suspect the peoples of many countries are getting a 
little fed up with unstable money. 

It is worth remembering that in the experience of this 
country rapid recovery in business followed immediately 
the resumption of specie payment in 1879, and the defeat 
at the polls of the Bryan “funny money” plan in 1896. 
More broadly, the record is clear that the era of the most 
rapid growth in production and trade and in the standard 
of living the world has ever seen was the century from the 


Napoleonic Wars to the World War, a century of currency 
stability. Principal nations were forced at times to suspend 
specie payments, but the gold value of their currencies 
was maintained. In the reestablishment of such a mechanism 
for trade this country has a great responsibility and a great 
opportunity of which it has already shown its awareness. 

Besides currency instability a second major obstacle to 
the expansion of world trade is trade barriers. Currency 
devaluation is a wholesale erection of trade barriers. Import 
and export duties, quotas, and barter arrangements are 
kindred weapons of a retail sort. World trade is now divided 
between those countries that trade with some measure of 
freedom and those in which trade is in the slavery of barter. 
Trade cannot prosper half slave and half free. In this con- 
fusion one reasonable and persuasive voice has been heard: 
the voice of our Secretary of State. Patiently and persist- 
ently he has pled for a reduction of trade barriers and he 
has implemented his pleas with the practical mechanism of 
the trade agreement. That sacred fetish, the tariff, has been 
taken out of the realm of log rolling and the control of self- 
ish pressure groups into a clearer atmosphere, and progress 
is being made not in spectacular ways but following biblical 
injunction, “line upon line, precept upon precept, here a 
little and there a little.” 

In these two ways, in a movement toward monetary 
stability and in a gradual lowering of other barriers to trade, 
we have been making progress toward a freer world trade 
in which enterprise may find ways to exchange between 
countries a larger volume of goods for the satisfaction of the 
desires of the people. But the goal is not yet achieved, and 
the responsibility for action rests not on governments alone, 
for they can move only with the support of their people. At 
that point arises the opportunity for this and like organiza- 
tions to inform the people and to press for those distant 
objectives which are in the general public interest. 


Preparedness 


FuGENE P. Tuomas, President, Foreign Trade Council, 
before the FoREIGN TRADE CONVENTION. 


L penta are the economic implications of the recent Euro- 
pean crisis? First, that the threat of aggression will be 
employed to attain economic objectives. Second, that we 
should be prepared resolutely to withstand such threats. 
Third, that since the ultimate objective of these threats is 
economic, we shall be blind to the manifest challenge if we 
fail to place our economic house in order, reinforced by all 
the resources of the nation. 

A natural portent of present trends is the further extension 
of Germany’s hegemony over eastern Europe, depriving us 
of markets there which we had hoped to retain. Daily events 
already make this clear. We must face this situation realis- 
tically. We must envision the probable creation of an eco- 
nomic bloc in Central Europe completely controlled by Ger- 
many and subjected to the compensation system of trade. 

If we are to profit from the present handwriting on the 
wall, we cannot sit by, impotently watching the progress of 
economic consolidation in Europe. In the recent crisis, lead- 
ership of those opposed to threat of military force fell to the 
lot of Great Britain. In the future economic arena, leader- 
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ship of those opposed to threats of economic force may fall to 
the United States, whose trade policies have been more 
clearly defined. 

The developments of the European crisis have served 
merely to dramatize a trend. We are facing a more definite 
alignment of economic groups. Our first duty is to assert our 
economic leadership to assure the complete adherence and 
support of all liberal trading nations. We should make every 
effort to extend the reciprocal trade agreements program 
within that group, and also be prepared to revise our trade 
policies as may be prompted by the course of events. 

To meet these responsibilities, broader legislative author- 
ization will doubtless be required, admitting of greater flexi- 
bility of policy and powers to meet particular situations 
which may arise. Our economic defenses will not be secure 
without the authorization required to control foreign ex- 
change when and to the extent necessary. 

The ends we have in view might be well served by the crea- 
tion of a body representative of private industry and initia- 
tive, with functions analogous to those of the former War 
Industries Board, to evolve and coordinate a program of eco- 
nomic preparedness to meet the economic threats of today 
and tomorrow. 
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Keeping America American 


Apam S. BEnnion, Assistant to the President, Utah 
Power and Light Company, Salt Lake City, before the 
AMERICAN BANKERS ASSOCIATION. 


A some hazard, I risk the following suggestions if we are 
to keep America American: 

1. The Government should govern more, and rival less. 
“To provide for the common defense,” and “to promote the 
general welfare” are both comprehensive expressions. The 
problems of our schools, of our roads, of our army and navy, 
of our law enforcement—these and scores of other problems 
are ample to occupy the men charged with governing us. 
The Government ought not extend its operations into com- 
petitive fields either to make or to destroy profit. Uncle Sam 
can be a wonderful umpire. We need him to officiate. He 
should set up the rules and see that they are enforced. But 
when he aspires to be a star performer—when he puts the 
ball under his arm and runs for a touchdown—well, he may 
temporarily get the cheers of the bleachers, but he’ll spoil 
the game. There is neither any contest left nor any impartial 
enforcement of the rules. 

2. The American people should no longer have thundered 
in their ears that profit is criminal. A reasonable profit must 
always lie at the foundation of successful business. When a 
firm doesn’t make a profit, it no longer stays open. And 
when it closes there are fewer jobs for men. Such an institu- 
tion joins those thousands of institutions to which no monu- 
ment is ever raised. Men can be employed and wages paid 
only by profitmaking business. 

3. Interest is merely wages paid to money. Money won’t 
work for nothing any more than men will. And when money 
won’t go to work men cannot. High wages for men—and 
abnormally low interest for money—just don’t make a 
partnership. 

4. Mere spending does not create wealth. Distribution 
may be an enticing idea but it doesn’t produce the where- 
withal to be distributed. A homely illustration will make 


this point clear. A lad had brought his buddies into the 
kitchen for a snack. As they went to work on the cookie jar, 
the boy could see that the cookies were fast disappearing, 
He called out, ‘‘ Ma, we better be bakin’ some more cookies,” 

Frankly, the time has come for Uncle Sam, or some of the 
children, to suggest, “‘Ma, we better be bakin’ some more 
cookies.” 

5. Taxes, likewise, are convenient distributors, but they 
don’t produce wealth. In fact they can easily discourage the 
attempt to produce it. Why work and risk if the great 
share of what you make is taken from you in taxes? We are 
discovering not only that there is a point of diminishing 
returns in the matter of taxation, but we are seeing the force 
of the adage, ‘The power to tax is the power to destroy.” 
The people, too, are coming to see that finally they are the 
source, as well as the victims, of taxes. Business may collect 
them, but by and large they find their way back to the con- 
sumer. In most instances he is the source of all revenue. 
Where else could taxes come home to roost? 

6. Too much legislation stifles business. Regulation, yes— 
but interference is like a financial hurricane—it drives money 
into the cellar. When threats and innuendoes create doubt 
and suspicion business is not only haltered, but hobbled as 
well. 

7. We cannot borrow ourselves out of debt any more than 
a man can drink himself sober. If I have spent my money in 
unwise and unproductive undertakings, to lend me more 
money to follow up those same undertakings is to invite 
financial disaster. Budget balancing isn’t popular—and it 
isn’t easy—but it’s still sound. 

8. Adequate care for aged and needy citizens is altogether 
a worthy ideal, but $30 a week hysteria will wreck any 
commonwealth. Colorado’s $45 a month not only has proved 
itself unworkable; it has threatened the breakdown of some 
of the state’s finest institutions. 

Emotional enthusiasm needs always to be proofread by 
hard-headed commonsense. 


A Hundred Slaves Apiece 


Karu T. Compton, President, Massachusetts Institute of Technology, before the AMERICAN 


BANKERS ASSOCIATION. 


HROUGH science and the machine, the people of the United States are served with the 
equivalent of 100 slaves for each man, woman and child. In other words, there is machine 


power expended at the rate of 13.38 horsepower hours per day per capita. This figure changes 
to 6.65 in Great Britain, 6.04 in Germany, 4.35 in France, 1.75 in Japan, 0.93 in Russia, 0.63 in 
Brazil and 0.45 in China. Averaged over the entire earth, the machine power is 2.475 horse- 
power hours per day per capita (or the equivalent of about 18 slaves per person). 

To illustrate how the machine has benefited the laboring man, consider the foregoing figures 
in connection with the following. Suppose an average steel worker wishes to buy one pound 
each of beef, bacon, bread, butter, potatoes and sugar, plus one quart of milk and a dozen 
eggs. In the United States he would have to work 1% hours to earn enough money to buy 
these things. In France he would have to work 3% hours, in England 334 hours, in Germany 
534 hours, in Russia 234 hours. 

Some significant facts regarding the effect of the machine on the wages and employment of 
the worker, are these: Counting 1840 as about the year in which power machinery came to be 
important in the United States, we find a steady increase since that date in ratio of average 
wages to average prices of commodities, so that it is now about seven times what it was in 
1840. In other words, the average wage earner in America can today buy seven times as much 
with his wages as he could in 1840; or more than twice as much today as he could in 1910. 


BANKING 
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Personal Loan Departments 


RosBert O. BonNELL, President, The Public Bank of 
Maryland, before Group 4 of the MARYLAND BANKERS 
ASSOCIATION. 


a AL loans well-made and properly followed up will 
not show a loss in excess of 4 of 1 per cent. However, too 
many banking institutions expect personal loans to take care 
of themselves after they are made. Such a policy will prove 
disastrous. Personal loans must be followed up even more 
rigorously than ordinary commercial loans. It is important 
that the borrower consider his monthly deposits as an obli- 
gation which must be met and be met promptly, but the 
follow-up must be handled so diplomatically that the cus- 
tomer’s and his co-makers’ goodwill will not be lost. Let me 
stress the fact that the personal loan business is a highly 
specialized type of business and requires a technique which 
must be acquired by experience. 

While losses are low on personal loans, no inconsiderable 
amount of the expense involved in handling such loans is 
traceable to careful and intelligently directed collection 
effort necessary in order to keep losses down to that small 
figure. 


ESTIMATING COSTS 


IN estimating the cost of your personal loan business, it 
would be wise to recognize not only the probable loss of % 
of 1 per cent of the face of loans made, but collection costs of 
at least another % of 1 per cent. Some authorities estimate 
that those costs will more nearly approximate a full 1 per 
cent. Commercial banks which accept good commercial 
customers as co-makers on personal loans, must be con- 
stantly alert to the possibility of losing a profitable com- 
mercial account if it becomes necessary to force the co- 
maker to “make good” as a result of a default by the maker. 

You will find that intelligently purchased automobile 
paper, even though on a “‘non-recourse”’ basis, is safe and 
reasonably profitable, but it requires experienced handling. 
The purchaser should have at least one-third equity in the 
automobile; it should be covered against loss by fire and 
theft; new car paper should never run in excess of 18 months, 
and the purchaser should be able to demonstrate an ability 
to meet the payments required in the contract out of current 
income. We always ask ourselves three questions: Can the 
purchaser pay, will he pay, and can we make him pay? 

Loans made under the Federal housing plan, for home re- 
pairs and modernizing, can be made safely if the same gen- 
eral rules we have been discussing are observed. 

We have found that we can make loans secured by co- 
makers at a discount rate of 6 per cent per annum. If the loan 
is less than $500, we charge a 2 per cent fee; from $500 to 
$1,000, the fee is 1 per cent. For loans in excess of $1,000 
there is no fee. 


MOTOR CAR LOANS 


AUTOMOBILE paper we handle on a 5 per cent discount 
per annum basis, plus a flat fee which varies with the price of 
the car and which includes the cost of insurance. 

Federal housing paper, of course, is purchased at the ap- 
proved Government rate of 5 per cent discount per annum, 
the paper running from one to three years. 

Co-maker loans should not run more than a year, and 
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A Word of Caution 


ET me caution about becoming too optimistic 
about the possibilities of a personal loan depart- 
ment. Be satisfied with slow growth until you have 
perfected your technique. Try to fit the operation 
into your present system and change that system 
only when the volume justifies it. Choose carefully 
the person into whose charge you place the business. 
Remember it is highly specialized and that if “man- 
handled” it will prove a boomerang to your bank. 
It is a business of infinite detail which requires a great 
deal of patience. But carefully developed, intelli- 
gently handled personal loans can prove a goodwill 
builder and may even yield a profit—Mr. BONNELL. 


automobile paper is limited to 18 months. Many of you will 
find in your loan portfolios accounts which should be con- 
verted from 90 day maturities into 12 months paper with 
required monthly amortizations. 

You will probably want to use for your personal loans a 
note which will provide for the payment of the loan at the 
end of so many months and which will provide, further, that 
the borrower agrees to make equal monthly deposits to you 
which are to be held as additional security to his note, thus 
creating a fund with which the borrower can pay his note 
at maturity. 

These monthly deposits we call “special deposits”, 
and they are carried separate from our regular savings 
deposits. 


THE DISCOUNT 


IT is important that the bank take into profits each month 
from its personal loan account only such part of the discount 
as has been earned. In our bank if we deduct 6 per cent dis- 
count at the time the loan is made, we take into profits the 
month in which the loan is made only % of 1 per cent, during 
each of the next 11 months we take in % of 1 per cent, and 
on the 13th month we take in the other 1% of 1 per cent. We 
consider the fee charged immediately earned. 

Such an accrual system reduces your personal loan earn- 
ings during the months in which those loans are being de- 
veloped, but the accruals from month to month thereafter 
will continue to mount until, at the end of an 18 months’ 
period, you will begin to get the full benefit of loans made, 
and you can measure the success of your operation satis- 
factorily. 

Some of the handsome earnings reported by newcomers 
in the personal loan field are, undoubtedly, traceable to the 
failure of the particular institutions to recognize the sound- 
ness of the accrual feature. They probably take the full dis- 
count into earnings at the time the loan is made. I’m sure no 
sound banker and no accountant would be willing to sub- 
scribe to such a plan if he had given the matter any real 
consideration. 

Taking full discount immediately into earnings would be 
a good deal like the farmer who claims the full value of po- 
tatoes ready for market when his prospective crop had only 
just begun to grow in the hill. 
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Grorce O. Everett, Assistant Vice-president, First 
Citizens Bank & Trust Company, Utica, N. Y., and presi- 
dent, Financial Advertisers Association, before the NEw 
YorK FINANCIAL ADVERTISERS. 


a has given the 130,000,000 American people a 
greater purchasing power than the 500,000,000 people 
of Europe. Yet business is in the dog house and there is a 
grave misunderstanding of business. 

To correct this we must do five important things: 

1. Adhere to principles which are sound and square, 
which treat rich and poor alike, and which will bear the light 
of public opinion. 


Epwarp R. STETTINIUS, JR., Chairman of the Board, 
United States Steel Corporation, before the AssocraTION 
oF Lire INSURANCE PRESIDENTS. 


_ me state the concept of economic security which, I 
believe, most of our fellow citizens hold today. It seems 
to me that employees expect to work, during their productive 
years, at wages which permit of an improving standard of 
living and a modest backlog of protection against adversity. 
This is often visualized as an unencumbered home, a savings 
account, and insurance against the major hazards of life— 
death, sickness, accident, unemployment and old age. It is a 
natural instinct of mankind to reach for safeguards against 
these hazards. 

When the nation was younger, men and women with 
greater control over their individual economic status were 
not so conscious of insecurity, but now all sections of society 


The Men 


Paut F. Capman, Consulting Economist, San Francisco, 
before the AMERICAN BANKERS ASSOCIATION NATIONAL 
BANK DIVISION. 


oe can be no peace in the world without justice 
and charity. We are desperately in need of a genuinely 
human response to the victims of poverty and persecution. 

But these compelling necessities need not blind us to the 
waste and extravagance which is everywhere evident; nor to 
the menace of a false philosophy masquerading under a 


W. E. Burtetow, Executive Vice-president, Industrial 
Bank & Trust Company, St. Louis, before the Morris PLAN 
BANKERS ASSOCIATION. 


i iw realize the importance of complete employee training 
and control, you have only to bear in mind at all times 
the customer viewpoint—something we sometimes unfor- 
tunately overlook. Remember that to 99 out of 100 of your 
customers, you personally have no connection with the 
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Five Things to Do 


Modern Industry’s Objectives 


Who Save 


They Are 


2. Open our doors to the public, letting them look behind 
the scenes to dispel their ignorance of our business, yet 
guard the rights of our customers to privacy regarding their 
affairs. 

3. Tell our story through advertising, moving pictures, 
by publicity and word of mouth. 

4. Be frank and aboveboard with the public. 

5. Study this public—our ever-changing market—con- 
stantly, and find out through research what it is and what it 
wants. 

If we are to remain in business we will have to know what 
our public is, what it wants and what it can buy, and supply 
it, both now and in the future. 


are aware of its disastrous effects. The average man today 
has only limited control over his family’s economic security. 
His lot is closely tied with that of his fellow workers. 
Indispensable as efficient integration of our many pro- 
ductive forces is to economic progress, we must not fail to 
recognize the significance of preserving the individual’s 
sense of responsibility to himself and to his social and eco- 
nomic environment. Nor must we lose sight of the impor- 
tance of cooperating with him, so that he may have an in- 
creasing measure of security. Cooperation, in providing a 
social and economic independence for the individual should, 
therefore, be among the major objectives of modern industry. 
The problems which are inherent in the attainment of this 
independence are challenging. Their solution requires realis- 
tic ability and progressive leadership. They are essential, 
human problems and because of their vastness they become 
social in scope. 


noble emotion, which proposes a distribution of real wealth 
by methods which would weaken, if not destroy, both 
personality and responsibility in the majority of the 
beneficiaries. 

The conservers will one day be recognized as the real 
champions of social justice. The men who are most deeply 
conscious of the world’s needs are seldom given to oratory. 
They are rarely found among the Demagogues of Promises. 
They are the men who work and save—on whom all groups 
in society must ultimately rely. 


the Bank 


bank. You think you have, but from their viewpoint you 
do not exist. They have never seen you or heard of you, and 
most of them never will. 

But the teller who waits on them, the interviewer who 
takes their application for a loan, those employees are not 
employees—they are the bank. If they smile and wait on 
the customer in a friendly manner, yours is a friendly bank 
to that customer. If they scowl and snap, you have an un- 
friendly bank. If they are aloof, you have a cold bank. 


BANKING 


More Things for More People 


ALFRED P. SLOAN, JR., Chairman, General Motors Corpo- 
ration, before the Boston CHAMBER OF COMMERCE. 


-. just can’t be true that the American economy can only 
be sustained by consuming our national assets. The 
measures to promote prosperity are well known. But as 
long as they are not recognized as the necessary ingredients 
of a sound and advancing economy, and so long as there are 
superimposed upon our national economy policies that have 
never stood and never can stand the acid test of truth, 
however politically desirable they may be, the results can 
only be what they are. Sooner or later we must learn that to 
reduce the rich to the status of the poor is to reduce the poor 
to a still lower level of poverty. 

It will eventually dawn upon our national consciousness 
that what the economy needs is still more success if it is to 
have less failure. And when the day arrives, whenever it 
may be, that there appears a disposition to stop the extrava- 
gant spending of public funds, to put taxation on a basis 
that will encourage private enterprise, to discontinue politi- 
cal reprisal, to relieve the national economy of the things 
that are essentially wrong, and substitute the things that 
will stand scientific analysis, then there is certain to be a real 
forward movement in this country and a business activity 
based upon a real foundation such as we have never seen 
before. 

It is important that we develop a formula to guide us 
intelligently in determining what we should do, as well as 
not do, in our efforts toward this objective—industrial 
stability with progress. Such a formula might be expressed 
as follows: 

First, progress toward our objective is measured by our 
ability to reduce the real prices of goods and services; second, 
we must maintain the broadest possible spread between 
annual income and the cost of the necessities of life. 

An arbitrary increase in the wage rate, contrary to the 
common belief, very seldom actually increases purchasing 
power, because prices invariably rise. The only economically 
sound way toward our objective, namely, the advancement 
socially and economically of the American worker, is 
through increasing the efficiency of industrial enterprise. 

In other words, we must encourage a more intensive 
capitalization of technological progress. We must increase 
the productivity per worker. Then the higher wage rate can 
be sustained without increasing prices, and should result in 
reduced prices. 

Increased wages then buy more. Lower prices bring goods 
and services within the reach of more buyers. Industry is 
expanded. The standard of living advances. An acceptance 
of this simple economic truth would be a real forward step. 

Sharing the work is a deflationary policy. It should apply 


only in a great emergency. It tends to reduce all workers toa 
level of mediocrity. 

Here is what we must do: distribute the available work 
among that number of workers, and no more, who can be 
assured the desired standard of hours of employment for the 
maximum possible part of the year. Only by so distributing 
the workers’ share can we insure the maximum employment 
for the greatest number. As we reduce the standard working 
week, while we move toward greater leisure, we must accept 
a lower standard of living. Unless, again, the economic effect 
is otherwise offset—unless productivity is maintained and 
increased. 

Prices are based upon costs and profits. In times of sub- 
normal activity costs must fall. Hence prices, likewise. Ex- 
penses must be reduced. Labor should accept a lower hourly 
rate. Lower commodity prices mean reduced material costs. 
The maximum flexibility is vital. Otherwise depressions are 
accentuated in both time and severity. And too many fail to 
recognize this fact. A most uneconomic trend today is toward 
rigidity in both the cost and price structure. 

I believe the true economic formula in the establishment 
of industry’s prices should disregard the movement of the 
business cycle. I believe the impact of a depression, from the 
profit standpoint, should be thrown upon the capital em- 
ployed in industry, having in mind the necessity of an es- 
sential profit over the business cycle. Without that the 
capitalistic system can not endure. 

There are three factors to the formula: first, the effective 
capital in the business—capital employed, in other words; 
second, volume in terms of unit output on a yearly basis 
taken over a period of time—standard volume, let us call it; 
third, the profit measured by a percentage return on the 
capital employed. 

Let me repeat what I have said so many times before—the 
opportunities for accomplishment in this wonderful country 
of ours are unlimited—greater today than ever before in our 
long history of accomplishment. Of this I am sure. 

We must base our opinion not on any lack of faith as to the 
great opportunities as we move into the future, nor upon so 
many things we see today that disconcert us, but rather 
upon whether we believe, in the final analysis, there will 
come about—and before it is too late—an awakening of 
the consciousness of the American people as to what con- 
stitutes the truth in these great questions which so vitally 
affect their well-being, and a realization that the only real 
road to more things for more people everywhere—a higher 
standard of living with the greater stability that all so 
earnestly desire—is through demanding those policies that 
truly promote the production of more and more and always 
more wealth. In that process, there are involved essential 
elements—work, greater efficiency and cooperation. 


In the Same World 


J r Is true that democratic and dictator countries have important fundamental divergencies 
in outlook which in certain matters go deeper than politics. But there is simply no sense, com- 
mon or otherwise, in letting these differences grow into unrelenting antagonisms. After all, we 
have to live together in the same world, whether we like it or not.—JosEpH P. KENNEDY, 
United States Ambassador to Great Britain. 
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Congress of American Industry 


Here are excerpts from some of the speeches at the recent 
meeting of the National Association of Manufacturers in New 
York. 


What Britain Sees 


WE see a world vigorous and vital, but ruthless and chal- 
lenging: a world where force is for many the only in- 
strument of policy. 

In such conditions we know that we must believe in our- 
selves to live. We know that we must champion our ideals, 
and the faiths to which we hold with an equal strength, or 
others which we abhor will take their place. 

We know that this endeavor will once again tax our 
strength and our endurance to the uttermost. For all this in 
spirit we are preparing. Nor are we calling out for help to 
others, nor seeking to lure others to pull our chestnuts from 
the fire. We have no such intention. 

We know that we are destined, in our land and in our 
generation, to live in a period of emergency of which none 
can see the end. If throughout that testing time, however 
long or short it be, we hold fast to our faith, cradle it in stone, 
and set steel to defend it, we can yet hand on our inheritance 
of freedom, intact to the generations that are to come.— 
ANTHONY EDEN, former British Foreign Minister. 


A Free Atmosphere 


id I may be permitted to express a personal opinion, I 
should like to say that the continued expansion of dis- 
cretionary government control over business is dangerous. 
The economic life of a people is a dynamic thing, constantly 
changing, constantly developing. It thrives best in a free 
atmosphere. Once it is brought within the power of any man, 
board, group or faction to control, it ceases to be natural and 
inevitably becomes restricted by the ideas, the comprehen- 
sion and the predilections of the men exercising the power. 
It is not a democratic system. 

I cannot look abroad in the world without an ever-growing 
conviction that no desirable substitute for competition has 
been proposed and that our objectives should be the develop- 
ment of a rule by which the practices which we all know to 
be wrongful shall be effectively banished. If a regulatory law 
depends for its effect on active policing, it is likely to be a 
nullity. If it is necessary to enforce a law in the sense of com- 
pelling unwilling obedience, the law is almost certain to be a 
failure from the start. As has been said over and over again, 
law is only the crystallization of public opinion, so the first 
thing to do in the regulation of business is to develop a public 
consciousness of the ends to be served and the evils to be 
avoided.—Senator JosEpH C. O’MaHoney, Wyoming, 
Chairman, Temporary National Economic Committee. 


Natural Allies 


| again, I believe, the American people are willing to 
give free enterprise an opportunity to prove its case in 
the fields, the factories, the shops, the offices and the stores. 
We who believe in free enterprise can embrace this oppor- 
tunity, or we can neglect it. The choice is ours. 

We should leave no doubt in the minds of the people that, 
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for the public good, we favor rational regulation of certain 
phases of our incentive system. We agree that, as a public 
safeguard, government must set up certain standards de- 
signed to protect the public interest. But the difference be- 
tween regulation and control is as night and day. 

It is that distinction we must develop clearly. We must 
leave no doubt in the minds of the American people that 
individual liberty and private enterprise are natural allies, 
For public policy is decided in the home, not in the halls of 
our legislatures. We will not have an authoritarian govern- 
ment in these United States if we have an enlightened 
citizenship. 

Take compulsion and coercion, from any source, out of 
industrial relations and long steps will be taken in the direc- 
tion of industrial peace—Cuar es R. Hook, President, Na- 
tional Association of Manufacturers. 


Center of Gravity 


ef public opinion is sovereign in political and social matters, 
then foresighted business men will count it one of their 
first duties to analyze opinion trends, be familiar with the 
directions in which they are moving and know the speed of 
their change. 

When one believes these trends are dangerous or wrong, he 
is at liberty, under democratic rule, to work toward their al- 
teration. But if the public persists in its views, most men usu- 
ally bow to the inevitable and make their adjustments. The 
times call for business statesmanship with this philosophy. 

In respect of many pre-depression views, current surveys 
show the “good old days” are literally gone forever. The 
public, even the conservative members of it, have accepted 
such New Deal reforms as social security, legal recognition of 
the right of collective bargaining, and government regulation 
of the stock exchanges. 

The center of gravity of conservative opposition, so far as 
the rank and file are concerned, has moved several degrees 
left of where it was 10 years ago, and many leaders of the 
conservative side are gradually coming to recognize this.— 
Dr. GeorcE GALLuvP, Director, American Institute of Public 
Opinion. 


Confounding Critics 


HE nation will not tolerate a return to the abuses that 

existed here and there in pre-depression days. So let us 
not grow weary in well doing. Let us guard against com- 
placency, overconfidence and backsliding. 

Industry knows that practices that were common in busi- 
ness a generation ago are today taboo. Elevating the ethics of 
business by voluntary action (a code was adopted by last 
year’s Congress of American Industry) is doing much to 
confound the critics of American free enterprise. 

A new generation of industrial executives is now growing 
up in America. The world empties and fills very rapidly. 

It is imperative to recovery that the Federal Govern- 
ment’s attitude toward business should be clearly defined. 
To that end, the Temporary National Economic Committee 
can render outstanding public service by publicizing without 
prejudice the facts regarding American public service.— 
H. H. PrenrIs, JR., President, Armstrong Cork Corporation. 
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New Times, New Problems 


Pure A. BENSON, President, Dime Savings Bank of 
Brooklyn, and President, American Bankers Association, 
before the BANKERS Forum, NEw YorK CHAPTER, AMERI- 
CAN INSTITUTE OF BANKING. 


_ day for spectacular profits for commercial banking 
appears to be a thing of the past. Banking must be con- 
ducted with a more scientific and more economical technique 
than ever before. This is true because the margin between 
operating earnings and operating expenses has been greatly 
narrowed. Additional increases in expenses will tend to nar- 
row it still further. These facts make it necessary for banks 
to practice a greater degree of self-analysis than ever before. 
They must know the cost of performing each function of the 
business—they must uncover and correct any weaknesses in 
their operations. If greater income from without cannot be 
obtained, greater economies and efficiencies from within 
must be practiced. It may be desirable to study the relative 
importance of the various departmental sources within a 
bank from which contributions to net earnings come. The 
determination of whether these departmental contributions 
are respectively sufficient, insufficient or negative, is funda- 


mental to a clear understanding of the results of a bank’s 
operations. To some banks such a study and readjustment 
may be a matter of far reaching importance. 

Again, since there have been great changes in the conditions 
outside of banking from which the demand for bank loans 
has traditionally come, it also may be necessary for the banks 
to consider the advisability of adapting themselves to these 
conditions through broadened loan policies of a character 
which depart in no degree, however, from the principles of 
sound banking practice. 

Many practical bankers, in fact, have put such adapta- 
tions into effect. An instance is the growing practice among 
some commercial bankers of developing systematic methods 
for granting capital loans. Others are expanding their activi- 
ties in the field of first mortgage loans granted on a plan of 
scientific amortization, while many others are conducting 
many types of personal loan or consumer credit departments 
or operations. 

To my mind the educational implications of these new 
developments in banking are clear. The rising generation of 
bankers must be prepared to deal with problems that were 
not a part of the problems of past generations. 


Uniform Examinations 


Wrti1aM R. Waite, Superintendent of Banks, New York 
State, before the NATIONAL ASSOCIATION OF SUPERVISORS 
or STATE BANKS, as President. 


F groones ORM bank examination procedure is of particular 
importance in the light of this association’s frequently 
reiterated belief in the soundness of the dual banking system. 
Those who, in order to further centralize control over bank- 
ing, advocate a single system of nationally chartered and 
nationally supervised banks, will continue to encounter our 
steadfast opposition. We adhere to this position because we 
believe it is a fundamental right of the states to create and 
supervise financial institutions to meet the needs of their 
citizens; because institutions so chartered have contributed 
immeasurably to the development of the country; and be- 
cause we are opposed to unnecessary concentration of power 
in the Federal Government. 

We must recognize, however, that the preservation of the 
dual system depends on a large measure upon the type of 
supervision we give the banking institutions in each of our 
48 states. 

Organized opposition will not guarantee the permanence 
of the present system unless every one of us, each in his 
own state, succeeds in exercising the kind of supervision 
which the public interest demands. I do not believe that 
any state which believes in the dual system will be willing 
to give our opponents any ground for contending that in 
important matters of bank supervision it is impossible to 
obtain agreement among the 48 states. 

When the plan for uniform procedure was announced, 
reports appeared in the press that it effected a relaxation of 
examination standards. The fact is that in certain important 
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respects it constitutes a step in the direction of higher 
standards, as, for example, in the emphasis it places upon 
the purchase of high-grade bonds and upon the segregation 
of profits from the sale of securities until an adequate reserve 
is established. 

Other changes were likewise effected for the purpose of 
achieving not only a uniform but also a better bank ex- 
amination. 

State supervisors can take justifiable pride in the results 
of their efforts in behalf of the new examination. We must not 
forget, however, that supervision must be continuous in its 
development if it is to keep pace with changing practices 
and the changing character of bank assets. 

In addition to examination procedure there are numerous 
other matters which have commanded our consideration 
during the past year and to which we must continue to de- 
vote our attention if we are to solve the important problems 
which still confront us. 

When we undertook the development of a uniform ex- 
amination we limited the scope of our program and made 
no attempt to achieve uniformity in all matters relating to 
bank supervision. 

Many of us recognized, however, that it was equally 
important to obtain greater uniformity with respect to 
minimum statutory requirements. No one would suggest 
that the banking codes of the various states must be iden- 
tical in every detail. We all recognize that certain 
differences may properly be preserved because of local 
conditions. 

Nevertheless, there are certain fundamentals that are 
unaffected by geography and which should be treated 
uniformly in all jurisdictions. 
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A Flexible Budget 


MarrinEr S. Eccies, Chairman, Board of Governors, 
Federal Reserve System, before the BANKERS Forum, NEw 
York CHAPTER, AMERICAN INSTITUTE OF BANKING. 


E must learn to distinguish clearly between measures 

that encourage and those that discourage private ac- 
tivity, private investment and risk-taking, for manifestly 
only as private activity thrives can the Government’s bur- 
den of caring for those in economic distress be reduced. We 
have much to learn, but we can approach sympathetically 
the problems of so shaping monetary, fiscal and taxing 
policy as to create a climate in which private enterprise may 
have full play to enrich human existence even beyond the 
great contributions it has been able to make in the past. 
These problems are essentially economic and not political. 

No government in a democracy has any choice except to 
try to arrest the cumulative deflationary forces. 

Positive action by the Government is essential at such a 
time to increase consumer buying power and provide the 
employment that otherwise would not be provided. To this 
end the Government through its borrowing power must 
temporarily take over and put into action the otherwise idle 
funds of investors. 

When deflation has been arrested we must adopt a policy 
to sustain an orderly recovery, avoiding the pitfalls recentl: 
experienced as a result of excessive inventory accumulation 
and excessive extension of consumer credit in relation to net 
income, of inadequate capital expenditures in such basic 
industries as railroads, housing and utilities, and of wrong 
timing of public with private expenditure in 1936 and the 
Government’s too sharp withdrawal of funds from the 
spending stream in 1937. 

We must better understand the bad effects of unbalanced 
price conditions, whether resulting from ill-advised price, 


wage and hour policies by labor and industry or from other 
causes, such as a failure to sustain agricultural income. We 
must recognize that taxation policy should be closely inte. 
grated with monetary and fiscal policy—that taxation is not 
a separate matter concerned only with the raising of revenue, 
but that the type, the timing and effect of taxation upon the 
stimulation of private enterprise or upon restraint if a 
speculative boom threatens must be considered. 

In the past we have applied taxation policy with perverse 
effects upon the economy, by trying to increase or at least 
failing to decrease, taxation in depression when the burden 
becomes insupportable, and by reducing taxes in boom times 
when we should retain or increase taxes as a means of needed 
restraint. 

We need to recognize that the principle of a flexible budget 
is a necessary safeguard of private capitalism, and we must 
learn to use it as one instrumentality for moderating eco- 
nomic extremes of inflation or deflation. Once the principle 
is understood—though I recognize that this is a very com- 
plex problem—it may be that tax policy will prove a useful 
aid not only as a stabilizing influence, but as a mechanism 
for timing and directing a flow of funds in the economy asa 
whole, so that tendencies towards accumulation of idle 
funds may be offset, or conversely, when there is need for 
more capital accumulation, it can be stimulated. 

In other words, it seems to me that we may well consider 
the influence that tax policy may have in contributing toa 
well balanced relationship between consumer buying power 
on the one hand and savings and investment on the other 
hand. Such a balanced relationship is essential if we are to 
maintain reasonably full employment which, in turn, is a 
necessary condition not only for the protection of existing 
values of capital, but also to provide further opportunities 
for profitable investment of new savings. 


Six Steps in Public Relations 


Dr. HAROLD STONIER, Executive Manager, American 
Bankers Association, before the Association’s CONSTRUCTIVE 
CusToMER REtatTIons CLINIC. 


EGARDLESS of how much money you spend or what 

you do, your program in public relations cannot suc- 

ceed unless you have at least six steps or features as a part of 
your activity. 

First, you must have officer interest in the program under- 
taken. 

Second, you must have a background of education on the 
part of your employees. They must know something about 
the theory of the law and the economics of banking. This 
training is afforded by the American Institute of Banking. 
Beyond that, the employees must be taken into confidence; 
they must be given some basis for their loyalty to the insti- 
tution. They must know something about the bank—what 
it is doing with the money it is making, how it is handling its 
problems. They have a right to know those things, and you 
cannot expect them to have loyalty unless they do know 
them. 

Third, you must have some form of paid advertising. It 
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might be radio, it might be direct-by-mail, it might be news- 
paper, it might be magazine, it might be billboard. In every 
program there must be a place for the controlled voice of 
business, which is advertising. 

Fourth, every public relations program of a bank must 
provide for some contact with the schools and colleges in the 
community. It is our fault if the teachers do not understand 
the banking system as it operates in our economic world. 
It is our fault if our students are being given pink or red 
propaganda. It is our fault if they do not know our institu- 
tions—not banking as a whole, but our individual institu- 
tions. What we need is 13,500 programs, not one. Although 
it is hard to visualize an abstract thing like banking, it is 
comparatively easy for the public to understand the First 
National Bank of Blank. It is our fault, therefore, if our 
school teachers and our pupils lack an understanding of 
what we are trying to do. 

Fifth, you as bankers must have some contact with the 
clubs and other organized groups in your communities. 

Sixth, you must arrive at an understanding with your 
newspaper people, your editors. At the American Bankers 
Association office we know that newspaper editors are in- 
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terested in news from banks because we have checked again 
and again. A short time ago the Association conducted a 
survey of the editors of 2,500 newspapers and periodicals in 
the United States. We asked them if they wanted us to give 
them financial news, and they said they did. We have sub- 
mitted it to them regularly, but what is still more important 
and what they like better is the news that emanates from the 


local banks. There are many items of news about a local 
bank which a banker can give an editor if there is a “news 
sense” in the local bank. 

These six features ought to and must characterize every 
successful public relations program of a bank. The Associa- 
tion tries to be of help to its individual member banks on all 
these points. 


Trusteeship of Savings 


C. B. Axrorp, Editor, The American Banker, New York, 
before the AMERICAN BANKERS ASSOCIATION SAVINGS 
DIVISION. 


HERE is plenty of money to be made still in straight 

commercial banking, once a banker accepts the principle 
that he does not need to strain for deposits, capital or risks in 
excess of the local community’s ability to utilize commercial 
credits, and with income supplemented from service charges 
and elimination of interest expense. Small losses are the rule 
of safety in banking. The rule of commercial banking is to let 
your profit run and know your losses soon. 

As something which state bankers can do for their own 
good I want to suggest study and adaptation of the idea of 
trusteeship of savings which the mutual savings institution 
exemplifies. My suggestion is that the banks of each com- 
munity, acting jointly or singly, can accomplish such mu- 
tualization of the risk of their savings liabilities and invest- 
ment assets as may seem wise. 

Revolutionary as this idea may seem, I commend it to the 
State Bank Division for consideration; it may be evolution- 
ary rather than revolutionary. 

When our banks needed savings money to finance local 
commercial credit needs, savings may have had their place 


in our banks alongside of commercial demand deposits and 
checking accounts. However, when savings of our people 
grew beyond the needs of strictly commercial credits, and 
commercial bankers had to guarantee investment risks to 
employ such savings, they may have “missed the boat”. 

There is, however, I feel, still time to consider ways and 
means of changing over, and I am ready to challenge the 
idea that there is any large amount of money to be made by 
commercial bankers in acting as the guarantors of the sav- 
ings and investment business of this nation; at the same time 
the risks involved are, to my mind, so great as to indicate 
losses vastly greater than the amount of profits possible. 
Moreover, the experiment in monetization of long term pa- 
per which has been the basis of our banking theory since 
1913, and particularly since 1933, is the very negation of 
sound banking and economics. 

We hear much talk about research these days. But the re- 
search seems directed entirely into the field of finding more 
profitable methods of banking. That is well and good. But I 
am here thinking out loud that we need research into 
sounder methods of banking as well, and the entire theory 
of banking which is exemplified by segregation of commer- 
cial and savings fund management appears to me to be a sub- 
ject which our research projects have too long neglected. 


The New Economies 


Wittram A. Irwin, Assistant Educational Director, 
American Institute of Banking, before the AMERICAN 
BANKERS ASSOCIATION STATE BANK DIvIsION. 


WE are compelled by circumstances all around us to take 
note of the fact that we are living in an era of new 
economics, and whether we wish it or not, we shall probably 
be compelled to adjust ourselves as best we can to a world 
being re-made both abroad and at home. 

Under these new economic approaches certain problems 
have had to be faced. Prime among them, here and abroad, 
has been the problem of unemployment. What has been done 
to solve it? Abroad there has been the resort to forced labor, 
to conscription, and to colossal programs of re-armament. 
All of these are more or less unproductive in economic na- 
ture. At home we have resorted to the Civilian Conservation 
Corps, to W.P.A., and to direct relief. Yet unemployment is 
still a serious problem. 

The accumulation of great surpluses of foodstuffs and of 
industrial raw materials is a pressing problem throughout the 
world. Sugar, rubber, copper, coffee, cocoa, wheat, and cot- 
ton have been produced in such quantities that their prices 
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have repeatedly approached or reached ruinous levels. One 
plan after another has been suggested for dealing with this 
situation; one after another has been tried; yet the problem 
of the surpluses remains with us to plague the advocates of 
the new economics. 

In the matter of foreign trade we again have a problem 
which the reformers have not been able to solve. The Secre- 
tary of State of the United States stands out almost alone in 
his advocacy of freedom for the movement of goods. He faces 
a world gone mad after economic nationalism, economic self- 
sufficiency. He realizes that this resurgence of an old eco- 
nomic philosophy has no place in a world geared for inter- 
national economic intercourse. He knows full well that its 
end must be a devastating world war in which our civiliza- 
tion may perish. Yet in spite of this leadership the drift 
seems to be towards a further narrowing of trade or a con- 
flict that may catch us all in catastrophe. For the avoidance 
of such a possibility the advocates of the new economics 
come forward with no suggested remedy. 

Again, it used to be the proud boast of nations, as of in- 
dividuals, that they lived within their incomes. The bal- 
anced budget was formerly the rule in government finance. 
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Today it is the exception, not the rule! Under the influence 
of the new economic philosophy we have achieved for 
nearly all countries, including our own, the worst financial 
mess in history, with the threat of inflation, bankruptcy, or 
repudiation staring us in the face. The United States, 
Canada, Great Britain, France, Germany, Italy, Japan, and 
others all face the same condition. They must either pay 
their debts or repudiate them. In the one case it will mean 
crushing taxation and probably also a crushing capital levy, 
in the other it will mean suffering for everybody, the poor 
included. But the advocates of the new economics go gaily 
on their way. 

Still again, throughout the world, including the United 
States, there is going on a growth of bureaucracy in govern- 
ment that is appalling. “Politics,” as Col. Leonard P. 
Ayres has said, “has taken control over economics.” Any one 


Liypsay BRADFORD, President, City Bank Farmers Trust 
Company, New York, before the AMERICAN BANKERS ASSO- 
CIATION Trust Division. 


| is dangerous to prophesy, but certain taxation tenden- 
cies are so evident to us all that it is apparent that the 
size of new estates turned over to us for administration will 
be smaller in the future than they have been in the past. The 
natural curtailment of now-living trust business as a result 
of the tendency to have gift taxes approach inheritance 
taxes in amount has already occurred. This does not mean, 
however, in my opinion, that the total amount of accumu- 
lated wealth that the trust companies handle need neces- 
sarily be smaller in the future if we recognize now the 
tendencies, and equip ourselves to handle a larger volume of 
small business as against our inclinations of the past to have 
a small volume of big business. 

We have been slow to face this problem—slower than our 
contemporaries in other financial and industrial fields. I do 
not think it is a far-fetched analogy to picture that the origi- 
nal cost of the automobile was far beyond the purse of the 
citizen of moderate means. Far-seeing executives of the auto- 
mobile companies saw, however, that their future lay in the 
decreased costs with increased volume of cheaper priced 
automobiles, and the advantages accruing both to the com- 
panies and to the public are apparent to us all. It is of com- 
paratively recent vintage that large commercial banks have 
found through special efficiency of operation that small 
checking accounts can be made to pay. It was even a further 
step for commercial banks to take when a dearth of large 
borrowings by industry made them appreciate the possible 
desirability of making loans as small as $100 to individuals 
—and it is notable what success they have had. The millions 
thus outstanding today are serving their lenders well. 

I do not think it is as difficult a step for the trust com- 
panies to take so to develop their organizations at a profit to 
themselves and, I am sure, profitably to prospective clients, 
that they can handle accounts in the low thousands of dol- 
lars in amount. We should do this not only from the selfish 
angle that a probable lack of sufficient large business to 
justify our existence in the future is in prospect, but we 
should also do it from the broader social point of view that 
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Trust Service for More People 


can see by taking a glance around him what this has meant 
in our own land; other lands are similarly situated. Govern. 
ment, which should be the servant of the people, is becoming 
their master, and is eating their substance for the support of 
its employees as well as for ill-administered schemes alleged 
to be for social amelioration and ill-conceived schemes for 
the regulation of economic activity. Here the new economics 
shows its greatest weakness; in setting up machinery for the 
control of business it is slowing the wheels of business through 
fear, doubt, hesitancy, and increased costs. 

It is time to make this inventory. It is time to face frankly 
the inevitable conclusions that flow from it. It is time for 
bankers from Main Street to Wall Street to work together 
for a return to economic sanity. In that way we may stil] 
save much of what is good in our economic system, may im- 
prove its workings and go on to better things. 


our services should not be restricted only to the rich. I have 
never been happy at the thought that we should do business 
with one person because he was wealthy and were less in- 
clined to do business with someone else because he had but 
moderate means. It is our job, I am sure, to adjust our oper- 
ations so that we are on even terms with other great financial 
institutions such as the insurance companies and the savings 
banks in making our facilities available to a larger section of 
our population than has been true in the past. 

If we do not think seriously along these lines, we have only 
ourselves to blame if savings deposits go up and the personal 
trust business down. And we cannot explain if more and 
more beneficiaries of life insurance policies leave their funds 
with the companies to administer. We do not complain any- 
way in so far as those two agencies offer what the public 
wants but I do think the public should have available to 
them trust services if that is what they want. 


COMMON TRUST FUNDS 


SPORADIC attempts with considerable success have been 
made along these lines through the medium of common trust 
funds. But to date, they have been handicapped somewhat 
by tax and legal entanglements. It is a great advance in the 
personal trust business to realize at the moment that the 
common trust fund has finally been recognized by the au- 
thorities as a suitable method of operation and that most of 
the operation difficulties have been ironed out. This is going 
to be helpful not only to us as an economical method of han- 
dling smaller sums in trust, but more largely is it important 
because of the advantages offered to the person of moderate 
means to receive the skilled management which the trust 
companies have to offer, at the same time benefiting from 
investment diversification to which a large sum lends itself. 

But small amounts have one obvious similarity from the 
investment angle. The only approach is the conservative 
one—it is a continuing anomaly that the need for income ina 
smaller fund is usually greater than in a larger one—but the 
effort to obtain it at the expense of soundness must not be 
made. If we trust men believe this theory and convince our 
clients of its soundness, we will go far toward filling need: 
investment facilities, on the soundest basis, for all of our 
citizens irrespective of the size of their fortunes. 
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The Duty of Railroad Investors 


FarrMAN R. Dick, of Dick and Merle-Smith, Invest- 
ments, New York, before the AMERICAN BANKERS ASSOCIA- 
TION SAVINGS DIVISION. 


E cannot abandon the railroads and leave them to what- 

ever fate has in store. If the system of free enterprise 
under public regulation is to survive in this country, it is 
essential that the issue be squarely faced where it is now 
joined—that is, in the railroad industry. 

Now in any evolution toward state capitalism, the in- 
vestor’s ox is usually first to be gored. His interests are al- 
ways subordinated when state regulation of industry begins. 
Politics being what it is, human rights are proclaimed as 
having precedence over property rights. Quickly the poli- 
tician discovers that the investor can be treated with im- 
punity. In most European countries and, to a lesser extent in 
this country, the investor, unable or unwilling to protect his 
own interest, has become the “forgotten man.” 

Passive as is the investor’s role, his position nevertheless 
reaches to the very heart of our present problem for the sim- 
ple reason that without additional supplies of funds from 
the investor, private ownership cannot continue. There is no 
denial of this fact in any intelligent quarter. This principle 
has been repeatedly affirmed and reaffirmed by the Inter- 
state Commerce Commission and nowhere probably with 
greater force than in the O’Fallon decision of 1927 and re- 
peated in later decisions. 

It is seen, therefore, that the problem of continued private 
ownership of our railroads depends on the willingness of we 
investors to again buy railroad securities. Our failure to buy 
these securities today has produced this present emergency. 
It is as yet a credit emergency and not a physical breakdown 
of the railroad plant. This being the case, it would seem to be 
of the utmost importance for us to define clearly and plainly 
the conditions under which we will regain confidence in the 
railroad industry and again purchase railroad bonds. 


Unless a renewal of this supply of private capital for the 
railroads can be soon re-established, private ownership will 
be at an end. Indeed, the very sine qua non of continued 
private ownership is maintenance of credit conditions which 
insure a continuous supply of fresh funds. Failing this, there 
is no way to maintain railroad transportation agencies 
except out of Government funds, which means, of course, 
Government ownership. 

Now let all of us ask ourselves whether we have really dis- 
charged this primary obligation which seems to rest on us. 
Have we laid down for the Interstate Commerce Commis- 
sion, for the Reconstruction Finance Corporation, or other 
public agencies which exercise regulatory control over the 
carriers, our views as to basic earning requirements for the 
industry as a whole? Have we ever determined, even for our 
own guidance, the minimum earning needs essential to a 
thorough rehabilitation of railroad credit? Have these re- 
quirements been put in such clear and unmistakable terms 
that neither the railroads nor governmental agencies nor the 
general public could fail to thoroughly understand them? 

Once such a course is taken, the railroad problem will be 
greatly clarified. Then it will be clear, both to the shipper 
and to the public what the price is for continued private 
operation of our railroads. As conditions are today, we are 
drifting into Government ownership without knowing how 
or why, largely because we investors have not as yet made 
clear the conditions under which private ownership can 
continue. Personally, I can see no evidence of any demand 
for Government ownership. 

The greatest danger in the whole situation today is the 
refusal of the public to pay the full cost of railroad trans- 
portation, not because they are unwilling to pay this cost but 
because they do not know what it is. If we investors will do 
our duty in making clear what this cost is, private ownership 
can be saved. If we fail to do it, the decision will be taken 
by default. 


Uninspired Digging 


W. J. Cameron, Ford Motor Company, before the AMERICAN BANKERS ASSOCIATION. 


ET that part of the business community which is deluded by the present political and social 

fallacies go its ways if it wants to, but for the future’s sake and for our country’s sake let 

that part of the business community that knows better begin to think of enterprise as a pro- 
found present national necessity which you have, if you use it. 

It is nice to talk about enterprise. It is better to show a little of it. Many of us feel now for 
the first time in six years that we are really justified in expecting American business to show 
its mettle. The time for boasting is past. American business has a most remarkable record of 
achievement, but forget it. The time for complaining is past. All our complaints are just, 
heaven knows, but complaints dig no potatoes. Forget them. 

There is now not a single hurdle left between business and its own job, the job only it can 
do, and which has not been done because it has not done it. It would be worth probably $25,- 
000,000,000 of national income in the next 18 months if the fact could be hammered into the 
American business consciousness that business is not coming back but that business must be 
brought back in pieces, bit by bit; and we can well afford to tear down all the chamber of com- 
merce campaign bunting and gag all the temple orators if by that we can be brought to see 
that enterprise at this moment consists in rolling up our sleeves and our trousers, and grub- 
bing in the ground for the business that has vanished. The businessman’s job is to sell, and he 
never fulfills that job by merely asking other people to buy. He has to sell when no one wants 
to buy, as the doctor gives a stimulus to the heart that needs help. 

We have entered a period when uninspired—no more pep, no more hypodermics—deliber- 
ate, daily plodding and digging is the only thing we have left to rely on. And we may recognize 
that gratefully for it always was the best thing we had to rely on. But we didn’t know it. 


January 1939 
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AMERICAN BANKERS ASSOCIATION 


SPECIAL CONVENTION RATES TO AB.A. MEMBERS 


*Midwinter Trust Conference — Feb. 14-16 
— March 8-9-10 


*Regional Conference 


These two important conferences again show the 
preference that bankers and other business 
leaders have for The Waldorf-Astoria. The 
Waldorf is convenient to railway and airway 
terminals; easily accessible from all New York’s 
financial and business districts. And it’s the 
place, too, for your personal headquarters — 


homelike rooms equipped with every modern 
convenience — restaurants offering a wide vari- 
ety of menus and prices —and within strolling 
distance is the smart world of New York clubs, 
theatres, shops. Correspondence concerning res- 
ervations and rates should be addressed to Frank 
A. Ready, Manager. 


THE WALDORF ASTORIA 
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